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RESOURCES 


Cash and Due from Banks. . .. . . . . © £$1,808,126,521 
U. S. Government Obligations . . .... . 1,612,671,157 














State, Municipal and Other Securities . . . . . 577,610,042 
Mortgages. . « © © © © © © © © © © 133,444,436 
ew oe eae ae ae ee ee ee ee 3,106,360,183 
Accrued Interest rere se &-® & «& & @ 18,242,167 
Customers’ Acceptance Liability. . . . . . » 95,103,893 
Banking Houses. . . . -« « © © © © «© « 57,388,430 
re. 4 ee ee oe +e ee hu he 12,862,821 
$7, 421 809, 650 
LIABILITIES 
en ae a ae a ee a ee ee ee ee ee eee ee 
Foreign Funds Borrowed . . . .« 2 «© «© « «© 16,087,325 
Se a ee a 23,653,485 
ne. .« « « &§ & «6 6 «ee 38,733,514 
Acceptances Outstanding . . . $111,590,273 
Less: In Portfolio . . .« « « « 10,947,813 100,642,460 
General Reserve for Securities . . . . . « -« 12,125,501 
Capital Funds: 
Capital Stock . . ; $150,000,000 
(12,000,000 Shares—$12. 50 Par) 
Surplus . . Ss ak 300,000,000 
Undivided Seite . : -. «& & « 68,382,004 518,382,004 
$7, 421, 809, 650 


United States Government and other securities carried at $560,475,543.54 were pledged 
to secure public and trust deposits and for other purposes as required or permitted by law. 


Member Federal Deposit Insurance Corporation 
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Clark- built 


machines 


fork-trucks, towing 


tractors, tractor-shovels, | 


excavator-cranes, 
carriers—are better 
machines because 
their power trains, 
from engine to tires 
are engineered and 
manufactured by 
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TRANSMITTING HORSEPOWER TO MULTIPLY MANPOWER 


CLARK EQUIPMENT COMPANY 
BUCHANAN, MICHIGAN 

Other Plants: Battle Creek, Jackson, Benton Harbor, Michigan 
PRODUCTS OF CLARK . . . TRANSMISSIONS « TORQUE CON- 
VERTERS © FRONT AND REAR AXLES © AXLE HOUSINGS « FARM 
EQUIPMENT UNITS © ELECTRIC STEEL CASTINGS e GEARS AND 
FORGINGS—FORK TRUCKS © TOWING TRACTORS « POWERED HAND 
TRUCKS © ROSS STRADDLE CARRIERS © MICHIGAN TRACTOR 
SHOVELS AND EXCAVATOR CRANES 





























©| AMERICAN 


AVISCO viscose 


CORPORATION 
Dividend Notice 


Directors of the American Viscose Cor- 
poration at their regular meeting on July 
6, 1955, declared dividends of one dollar 
and twenty-five cents ($1.25) per share 
on the five per cent (5%) cumulative 
preferred stock and fifty cents (50¢) per 
share on the common stock, both payable 
on August 1, 1955, to shareholders of rec- 
ord at the close of business on July 20, 
1955. ; 
WILLIAM H. BROWN 


Secretary 
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The Trend of Events 


THE PRESIDENT’S HOPES... In that captivating way 
of his, President Eisenhower has managed to impart 
to the entire American people a feeling of genuine 
confidence in his capacity to present the American 
viewpoint effectively in the current conference at 
Geneva. 

While he has wisely prepared his people not to 
expect too much from the negotiations under way, 
at the same time, he has inspired them with his own 
abundantly hopeful feeling, thus giving pointed 
recognition to the fact that his fellow-citizens, like 
all the other human beings on earth, desire a peace- 
ful solution of the problems which so dangerously 
divide the world. 

Perhaps never in history has an American Presi- 
dent carried such a great responsibility to the entire 
world, as well as to his own country. The reason 
for this is clear. All of us on this planet are faced 
with extinction should the atom and hydrogen 
bombs start to fall. The President has frankly stated 
this to be so, in addition to which we have the 
all too eloquent testimony of scientists, throughout 
the world. To prevent such a final catastrophe and 
to help lay the first founda- 


general public has accepted our current cycle of 
wage-price advances. Whether the public is bemused 
by a sense of its own well-being through which, 
apparently, it believes it can afford to indulge in 


“another fling at price inflation or whether it has 


become so accustomed to price spirals, since the end 
of World War II, that it pays no further heed, the 
fact remains that it is imperative to check this 
insidious erosion of the value of the dollar. 

What we are now witnessing is the wasteful 
sacrifice of the long-term stability of the monetary 
structure to the voracious appetite of the great labor 
unions for higher and higher wages. If continued, 
this must inevitably force the general price level 
upward and, over the years, lead to a steadily lower 
value for the dollar. Far from resisting this deadly 
process, the giant corporations which set the pace 
for industry are yielding to this remorseless pres- 
sure and, by raising their prices in exchange for 
higher wages, are helping to set in motion a new 
inflationary trend. 

Monetary stability is thus shaken by the unin- 
hibited exercise of the enormous power to affect a 

higher level for wages and 





tions for an enduring peace is 
reason enough for his journey 
to Geneva. All of us, there- 
fore, have reason to wish 
fervently for his success in 
this most monumental and 
important of tasks he has ever 
performed for his nation. 

A ROAD TO TOTALITARIANISM 
... It is amazing to note the 
equanimity with which the 





We recommend to the attention of our | 
readers the analytical discussion of busi- 
ness trends contained in our column 
“What’s Ahead for Business?” 
regular feature represents a valuable 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s markets, don’t miss it! 


prices which is contained 
in the combined economic 
strength of the great labor 
organizations and giant in- 
dustry. This combination rep- 
resents a tremendous mo- 
nopoly which already acts as 
a super-power, and which can 
profoundly modify the objec- 
tives of democratic govern- 
ment. 


This 
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It is obviously not to the advantage of the people, 
as a whole, that such enormous power should rest 
in the hands of extra-governmental groups. We 
know all too well that the massive government- 
sponsored trade unions, together with the cartels, 
finally destroyed democratic government with the 
coming of fascism and extreme socialism. 

When ultimate economic power becomes increas- 
ingly vested in relatively small groups in a strategic 
position in industry and labor, the power of the 
government to control is weakened. This can mean 
either that although the people nominally retain 
control, government is effectively taken over by 
these groups; or it can mean that the government, 
brooking no competition, finally musters the neces- 
sary strength to absorb these encroaching centers of 
economic power. This, of course, is the essence of 
totalitarianism, whether on the left or on the right. 


THE ‘‘CAPITAL’’ GAINS TAX .. . One of the most 
glaring inequities of the “capital gains” tax is that 
it makes no distinction between income and capital. 
This fact is not altered in any essential degree by 
the preferential rates on profits (or losses) on assets 
which are allowable under the law, according to the 
period of time in which the asset is held. Profits are 
held to be “income” and taxed just as income is 
taxed. 


Even more inequitable is the fact that the law 
treats speculative profits in the same manner as 
profits from the sale of capital assets, held as long- 
term investments. Such sales may involve holdings 
of many years with accrued profits which have come 
to form as much an integral part of the capital as 
the original investment itself. Nevertheless, if these 
holdings are disposed of, the severe tax liability 
has the effect of reducing the value of the total in- 
vestment by a considerable margin. 


This has led to a situation, after the very long rise 
in the price of stocks, which has created among in- 
vestors an illusion of possessing greater financial 
substance than is actually true. For the fact is that 
if these securities are sold and the taxes paid on 
the profits, the value of the holdings is proportion- 
ately diminished. For that reason, the experienced 
investor calculates the value of his securities not at 
market price but at market price minus the capital 
gains tax. 


In practice, of course, most investors take this 
into account and instead of making themselves liable 
to a stiff tax on profits prefer to “lock”? themselves 
in their securities. This has resulted, to a large 
extent, in an artificially low volume of stocks offered 
for sale since investors are deterred from selling by 
the tax “penalty,” thus creating an abnormal con- 
dition in the stock market. 

Sooner or later, Congress will have to meet the 
capital gains tax problem head-on. It can profit from 
a study of British and Canadian experience in this 
matter. The British have just published a Royal 
Commission report on the subject in which it affirms 
the position of the Treasury, held for decades, that 
a gains tax in Britain would be unworkable and 
illogical. There is no sound reason why we should 
not follow their example. 


THE HOOVER COMMISSION’S WIND-UP . . The 
second and final report of the Hoover Commission 
which, in reality, was a vast compendium on many 
phases of government operation met with a less 
generally enthusiastic response than the first report 
under the Truman Administration. It will be recalled 
that ex-President Hoover was first commissioned by 
then President Truman to delve into the problem of 
bringing greater efficiency and economy into govern- 
ment procedures. Many of the proposals of this 
commission were accepted in the ensuing period, 
and acted on with excellent results. Under the Eisen- 
hower Administration, however, the Hoover Com- 
mission was so loosely directed by Congress as to be 
diverted to a large extent from its original function 
of plugging loop-holes in government expenditures. 
This tempted the Commission to turn to the much 
more controversial field of government policy, in- 
stead of concentrating on its prime function. 


The result has been, as seen in the second report, 
what seemed to have been an unfortunate attempt 
to turn the clock back. Many of the recommendations 
embodied in this report, particularly those which 
would invalidate some of the basic changes effected 
in social and economic legislation under the Roose- 
velt administration, viewed objectively, seem un- 
realistic in view of their general acceptance over the 
years by the American people, including the more 
liberal sections of the Republican party, under the 
leadership of President Eisenhower. 


While the value of the Hoover Commission report 
has been vitiated, to some extent, by its incursion 
into the political realm, it has nevertheless per- 
formed a useful function in proposing specific new 
means of controlling expenditures and other national 
housekeeping activities. This phase of the report is 
deserving of serious study by Congress. While, in 
its zeal, the Commission may have exaggerated the 
size of potential saving with respect to cutting 
expenditures involved in government operation, it 
has nevertheless indicated a wide area in which 
improvements can and should be made. 


DIVIDEND PAYMENTS... We are now commencing 
to approach the period of the year in which in- 
vestors like to look forward to extra dividend pay- 
ments by companies in which they hold stock. For 
the most part, corporate dividend payments in re- 
cent years have tended to increase during the third 
and fourth quarters. The latter period, in particular, 
customarily witnesses an impressive number of 
higher dividends or extras, in one form or another. 


Many corporations prefer to hold their regular 
payments to conservative limits until they can deter- 
mine more accurately how much they can afford to 
pay in the light of actual and realistically prospec- 
tive earnings. Generally, most corporations obtain 
a fairly accurate picture of their earnings prospects 
for their full operating year toward the end of 
their second quarters. As we have now reached that 
point, it may be assumed that directors of corpora- 
tions that have done well this year are commencing 
to compute in advance just how much of this year’s 
increase in earnings can be passed on to stockholders 
as year-end dividends. 





| BUSINESS, FINANCIAL and. INVESTMENT COUNSELLORS: :1907—“Over Forty-seven Years of Service”—1955 





508 


THE MAGAZINE OF WALL STREET 





The 


sion 
any 
less 


port 


led 
1 by 


n of 
ern- 


this 
‘iod, 
sen- 
om- 
0 be 
tion 
res, 
uch 

in- 


ort, 
mpt 
ions 
1ich 
ected 
ose- 

un- 

the 
10re 

the 


ort 
sion 
per- 
new 
nal 
c is 
, in 
the 
ing 
,. it 
Lich 


‘ing 

in- 
ay- 
For 

re- 
lird 
lar, 


ner. 


lar 
ter- 
1 to 
eC- 
ain 
acts 
hat 
ra- 
ing 
ar’s 
lers 


D5 


EET 





As Y See Jt! 


By JOHN CORDELLI 


U. S. vs EUROPEAN ECONOMY—A CONTRAST 


She head of an engineering consulting con- 
cern in the international field, returning from Eu- 
rope, has made the astounding statement that “the 
business boom in the United States is lagging far 
behind the economic performance in Western Eu- 
rope.” He cites large percentage gains in industrial 
production since the end 
of World War II as proof 
of his assertion. Nothing 
could be more misleading. 
It is only necessary to re- 
call that at the end of the 
War, for all practical 
purposes there was no in- 
dustrial production in 
Europe which lay prone 
after the exhausting six- 
year struggle with Hitler. 
Under the circumstances, 
a comparison of percent- 
age gains can give a high- 
ly exaggerated picture of 
the actual progress made. 

No doubt, and as we 
have pointed out in these 
columns in the past year, 
Western Europe has in- 
deed made a substantial 
recovery and has reached 
a point of considerable 
prosperity. But, to a very 
significant extent, it is 
still heavily dependent on 
the United States. 

The point was made by 
our critic that Western 
Europe has had an eco- 
nomic recovery since the 
end of World War II and 
that, by comparison, the 
American economy which 
had its ups and downs in 
the period gave a less 
favorable performance. 
During the entire period, except for the past year or 
so, countries in the Marshall Plan area were receiv- 
ing economic aid of tremendous proportions from the 
United States. Under these conditions, the aid pump- 
ed in made it possible for these countries to score 
Successive advances. Without it, they could never 
have hoped to recover. 

Perhaps it has already been forgotten that we 

ave given direct aid to Western Europe to the tune 


of $23 billion in the past ten years. Indirect aid, in 
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the form of military advances and purchases of goods 
and services in countries in which our military in- 
stallations are located, has amounted to many 
billions more. A not inconsiderable part of such aid 
continues, a situation which the recipient nations 
are by no means desirous of changing. 

Our own ups and downs 


since 1946 were quite 
minor, viewed in retro- 
spect, and_ essentially 


were part of a funda- 
mentally powerful trend 
towards higher and high- 
er national well-being 
which not only stands at 
its apex in this country 
but is infinitely above 
that of every other na- 
tion on earth. 

We have no need to 
brag about our conomy; 
the facts speak for them- 
selves. There are some 57 
million cars on our high- 
ways—about 75% more 
than in prewar 1940. We 
have over 36 million TV 
sets, starting from 
scratch after the end of 
the big war. 92% of U.S. 
homes wires for electric- 
ity have electric refrig- 
erators; 90% of these 
homes have electric irons, 
and 80% have electric 
clothes washing ma- 
chines. And, there are 
116 million radio sets 
¥, around—in homes, cars, 
etc. 

Nowhere in the world 
is there anything like it, 
and the number of these 
conveniences in America 
increases each year with the growth of our popula- 
tion. A couple of million cars or TV sets in Britain, 
the most prosperous of the nations in Western Europe 
may look large to citizens in the British Isles but, in 
reality, constitute a very puny statistic when set 
against the total in the United States. 

Our gross National Product, which is the sum total 
of all the goods manufactured and services rendered 
in the nation, has just hit an annual figure of $380 
billion. This (Please turn to page 564) 
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Market Fireworks Inspire Caution 


Recent further market rise has been paced by a minority of industrials spurred by 
stock-split news or hopes. Vulnerability to at least a sizable interim correction is 
growing. With the exception of utilities, investment-grade stock yields are low enough 
to verge on extremism. Increased conservatism in partfelio management is adv isable 


at this stage of the advance in the market. 


By A. T. MILLER 


| | of the Dow industrial average 
was exceptionally sharp and erratic during the past 
fortnight, due to wide gyrations in a relatively small 
number of leading higher-priced stocks under the in- 
fluence either of stock-split news or guesswork possi- 
bilities of future splits. The principal issues involved 
were General Motors, which ran up 33, points July 5 
prior to news of a three-for-one split, and a spectac- 
ular 143% points July 6 following the news; also such 
“candidates” for splits as duPont, Sears, Roebuck, 
Standard Oil of California, Standard Oil (New Jer- 
sey) and a few others. 
Thus, the average got more out of step with the 


performance of the general run of stocks than 
has usually been so. To cite some of the day-to-day 
“fireworks”, it rose 5.60 points on July 5 and 7.99 
points on July 6; it fell 7.18 points on July 7, and 
following a few sessions of more moderate move- 
ment, it dived 5.57 points on Wednesday, July 13. 
The latter skid failed to scare in further selling; 
and subsequent movement up to our press closing 
time has been restricted, with trading volume 
curtailed, leaving the average roughly 10 points 
under its July 6 all-time high. In the price zone 
around 467-457, that is, of course, a modest per- 
centage. 





MEASURING MARKET SUPPORT 


THE MARKET IS A TUG-OF-WAR . . 


CONSTANTLY SHIFTING SUPPLY & DEMAND PRODUCES THE FLUCTUATIONS” 
THE MAGAZINE OF WALL STREET — 1909 


The Rest Of The Market 


In the face of a strongly favorable 
=m trend of traffic and earnings, but per- 
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railroad unions and inability to offset 
higher costs by freight-rate boosts ex- 
cepting after a long lag at best, the per- 


4350 formance of the rail list remains 


may disappointing. The average has worked 


irregularly lower from a June 22 bull- 
market high of 163.25, giving up nearly 
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have been lagging behind industrials for 
some months. Thus, the June high ex- 
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190 prior high recorded April 28 by 


only 1.72 points, or little over 1%. In 
contrast, the industrial average’s recent 
peak bettered its April high by nearly 
37 points or about 8.6%. Although possi- 
ble, it is guesswork whether the rail list 
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210 


before this bull market passes 
history. 

For some time, following the margin 
boosts, the tendency toward excess has 
not been in speculative stocks, despite 
some individual exceptions, but in Big- 
Name, basically good-grade industrials. 
Regardless of intrinsic quality and of 
cash buying, over-valuation of earnings 
and dividends — discounting likely pos- 
sibilities months or years ahead — is 
excess, for which an ultimate penalty 
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will be paid. a 

If speculative demand 
has topped out ahead of 325 
investment demand, 
which is the tentative 315 
conclusion on the present 
evidence, that would not 305 
be the first time for such 
a sequence. It was so 
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you get hung up, you 
have a better chance of 
eventually being bailed 
out. But it is not conservative to pay too much for 
any stock. 

One significant development is that, after an ex- 
tended lag, considerable strength developed in a 
fairly broad list of utility stocks in recent days. The 
Dow utility average rose to within a fraction of the 
high recorded last March, which stands as the bull- 
market peak to date. We would not be surprised to 
see the average move into new high ground, as some 
more inclusive indexes of utility issues have already 
done. Of course, a large or fast rise is not to be ex- 
pected. Utilities are for conservative investors inter- 
ested in income return and potentiality for gradual 
appreciation over an extended period of time. In the 
case of selected issues, capital gain can be more than 
amply rewarding on a longer-range basis, as we have 
repeatedly pointed in discussions and recommenda- 
tions made elsewhere in previous issues of the Maga- 
for electric power is an assured-growth 
industry, even though rate of growth is not dynamic 
from year to year. 

To some extent, utilities move in line with interest 
rates. The tighter money market of recent months 
explains the group’s lag over the period since last 
March. All indications are that interest rates will go 
higher before they go lower; yet in the face of this, 
over a dozen representative issues reached new bull- 
market highs during the last week, and many others 
approached their earlier highs. More than offsetting 
the handicap of tighter money are (1) the advantage 
of rising earnings and dividends; (2) a more general 
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and fool-proof basis for long-term growth than is so 
of the industrial list; and (3) the fact that, on a 
yield basis, utilities are much more moderately priced 
than are most investment-grade industrials. 

On average, utilities offer a current yield around 
4.5%, against less than 3% at the 1946 bull-market 
peak, around 4% at the 1937 top and less than 2% 
at the 1929 market high. The spread over prime- 
grade bond yield approximates 50%. It was not much 
over 10% at the 1946 and 1937 market highs; and 
at the 1929 top utility stock yield was much less than 
bond yield. Both on absolute yield and in relation to 
bond yield, utilities are a good deal cheaper than in- 
dustrials of the Dow-average type. The latter are 
dearer, relative to bond yield, than at the 1946 bull- 
market high, and only slightly less dear than at the 
1937 bull-market top. They remain much less dear, 
on this basis, than at the 1929 high — but over- 
valuation at the latter point was extreme. 

No one can foresee the exact top of this market. 
No more than a seasonal easing in third-quarter 
industrial activity is indicated. Confidence in busi- 
ness prospects for the fourth quarter and into 1956 
is still high. It may become over-confidence, so far as 
stock prices are concerned. Whether the market peak 
is near or some months ahead, we could be in, or 
verging on, a “top area”. This is no argument for 
liquidating long-pull holdings of good stocks and pay- 
ing taxes on the profits. It is definitely an argument 
for increased conservatism, and careful emphasis on 
real values of individual stocks ——Monday, July 18. 
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Business Prospects 


for 


Second Hali 


By E. D. KING 


Managing Editor, The Magazine of Wall Street 


remarkable upsurge in business during 
the first half of 1955 exceeded even the most opti- 
mistic expectations. During this period, the national 
economy broke all peacetime records. Practically ev- 
ery segment of the nation’s business shared in the 
demonstration and this spilled over into impressive 
gains in corporate earnings and dividends. All this, 
naturally, has been reflected in the stock market, 
which has been making successive new peaks. 

With this extraordinary background, it is inevita- 
ble that most forecasts for the balance of the year 
should be tinged with glowing optimism. Giving full 
weight to this ebullience, it is nevertheless necessary 
to make an objective appraisal of all the factors op- 
erating in the business situation in order to deter- 
mine whether such optimism is fully justified. For 
one thing, we are now entered on the normal sea- 
sonal let-down in important manufacturing indus- 
tries, with the question still remaining whether the 
industrial boom will resume in full force in autumn. 
For another, there are specific elements in the situ- 
ation that contain seeds of trouble later on. Principal 
among these are the growing strain on our credit 
machinery and the incipient inflationary trend, fol- 
lowing important wage rises in basic industries. 
These are important factors not to be ignored in a 
proper assessment of conditions in the next few 
months. On the other hand, there are undeniably 
strong features in the economy such as continued 
heavy buying by the public; increasing expenditures 
for plant and equipment; enormous construction out- 
lays; a high plateau for government spending, in- 
cluding federal, state and local; and, not to be mini- 
mized, a state of growing national confidence in 
prospects for an ending of the cold war, with com- 
mensurate economic benefits anticipated from this 
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change in world affairs. 

A quick run-down of the trend in specific sectors 
of the economy at the close of the second half seems 
desirable at this point. The gross national product, 
which is a perhaps over-simplified symbol of the 
total volume of goods and services in this country, 
reached the annual rate of $375 billion at the end of 
the first half of the year. What this means is indi- 
cated by a comparison with GNP at the low point 
of 1954 which during the third quarter of that year 
stood at only $355.5 billion. Thus within nine 
months’ time there was a gain of almost $15 billion 
in the annual rate. This is an astonishingly rapid 
pace. Even in 1952 with a nearly full-blown war 
economy going, the gross national product reached 
an average of only $346 billion, or almost $30 bil- 
lion under the present rate. 

Another measure of where we stand today is the 
Federal Reserve Board index of industrial produc- 
tion which climbed to 138 in May (latest available 
figure) as against 125 a year earlier when business 
was passing through a recession. (The highest pre- 
vious record was made in May-June 1953, when 
GNP reached 137.) This is a very great increase in 
the production rate for so comparatively brief a 
period as 12 months and is a reflection of the rapid 
gains which have been taking place in manufac- 
turing of both durables and non-durables. 


A major support in the business upsurge has been 
the steady increase in total personal income. This 
was at the annual rate of $295.6 billion toward the 
close of the first half but undoubtedly has been ex- 
ceeded since. At any rate, this represents a gain of 
over $4 billion since the beginning of the year and 
a gain of over $11 billion since the low point of 1955 
which occurred in April. 
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With the exception of farm income, all sectors of 
personal income registered important increases 
though not to an equal extent. Thus, wages gained 
at an annual rate of about $9 billion, resulting from 
higher hourly wages and longer working hours, as 
well as increased employment. Business and profes- 
sional income gained much more modestly, about 
$1.3 billion from April 1954 to April 1955. Rental 
income increased by less than a half-billion; divi- 
dends were up about the same amount. Farm income 
was the only major category to decline. 

It will be noted that the largest gains were made 
by wages but this is important because it consti- 
tutes the greatest single source of buying by the 
public. This is reflected in the massive gain made in 
personal consumption expenditures which rose to 
about $245 billion (estimated) at the close of the 
first half. This is a gain of $12 billion in consump- 
tion within the year’s period. Gains are not too 
evenly distributed among purchases of durable and 
non-durable goods and services. Purchases of dura- 
ble goods have consistently outrun the other two 
categories but a very large part of this gain has 
been due to extraordinarily heavy purchases of auto- 
mobiles, other sectors of durable goods production 
not having experienced the same steep climb in the 
rate of demand. 

Accentuating the avidity of the public for goods 
and services is the marked decline in the rate of 
savings. This has been stabilizing more recently but 
is still far below the rate which prevailed during the 
recessionary period of late 1953 and early 1954. 
Savings as a percent of disposable income (personal 
income less taxes) are hovering around a minimum 
of 7.1%-7.2% as compared with 8.6% a year and a 


half ago. Apparently the public feels less need of 
saving at a substantially higher rate under condi- 
tions of nearly-full employment and rising wages. 
This factor is intimately tied up with the increase in 
consumer borrowing, which has reached rather fan- 
tastic proportions, with total consumer credit now 
outstanding to the tune of over $32 billion, or a gain 
of more than 10% in a year. 


Plant and Equipment Expenditures Rising 


The increase in expenditures for plant and equip- 
ment now under way is significant for two reasons. 
First, it represents a definite increase in volume of 
construction and equipment manufacturing and, 
therefore, is important as a factor in current pros- 
perity, as it indicates the willingness of manufac- 
turers and related interests to invest in future ca- 
pacity to meet what they believe to be a broad, rising 
volume of new business. To a large extent, this 
assumption is based on expectations of unusually 
rapid growth in newer industries such as electronics, 
automation and atomic energy. 

Expenditures for plant and equipment during the 
third quarter are expected to reach an annual rate 
of about $29 billion, a gain of about $4 billion from 
the first quarter. This is a rather abnormally rapid 
increase, even in the light of the general optimism 
which pervades business circles. The best estimates 
are that an increase in these expenditures at the 
current rate of $4 billion will not be maintained 
beyond next Spring. However, judged by the sudden 
reversal in plans for capital expenditures which 
changed the whole picture for the better last winter, 
it is by no means certain that the anticipated lower 
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| Balance Sheet of Business Factors | 





FAVORABLE 


| 
GOV’T EXPENDITURES—Maintained at high level, and supple- 
mented by bigger State and local programs for public works. 


PRODUCTION—Total volume has broken all peacetime records, 
| reaching into most basic categories. 


CONSUMER SPEND!ING—At record heights, with largest gains in 
durables but with substantial increases noted in non-durables. 


BUSINESS SPENDING—Increasing at faster rate than expected 
at the beginning of 1955. Businessmen express confidence through 
broader plans for increasing capacity. 


EMPLOYMENT—Unemployment now at bare minimum of 2.5 
million, compared with 3.3 million a year ago. Employment at 
record heights of over 64 million, a gain of 2.8 million. 


CONSTRUCTION—At 
engaged. 


peak levels, with all branches actively 


CORPORATE EARNINGS—DIVIDENDS. Both corporate profits and 
dividend payments are rising to new peaks. While earnings may 
stabilize at present levels in second half, dividends will continue 
to rise in reflection of accumulating profits and increasing cash 
reserves which have been built up in recent years. 











UNFAVORABLE 


CREDIT—Easy money conditions of recent past are now disappear- 
ing and higher rates are in prospect. Excessive amount of con- 
sumer credits and huge mortgage debt are disturbing factors. 


WAGES—As a result of wage increases in major industries, 
notably auto and steel, generally higher wages are in prospect 
which will (1) increase costs and (2) force higher prices for 
products affected. Any tendency towards active price inflation 
could limit demand. 


SAVINGS—Public savings has declined in past year. This, together 
with increasing debts incurred to make purchases, lends a 
measure of weakness to the economic structure. This is only 
potential as yet but could emerge as an important factor unless 
corrected. 


SMALL BUSINESS—This sector has not been profiting from general 
business upsurge to the degree which is true of the larger entities. 
Failures have been increasing as a result of mounting competition. 
With less abundant credit available, under more rigorous bank 
restrictions, financing of current obligations 
difficult to arrange. 


INVENTORIES—While still in good balance with respect to sales, 
forward buying is tending to increase rapidly on assumpiion of 
continued sales gains. If sales should level off, inventories might 
again prove burdensome factor toward year-end. 


becoming more 
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volume of capital expenditures for next Spring will 
not prove to be the springboard for another series of 
increases a year from now. This favorable longer- 
range estimate is based on the type of planning for 
expansion by great corporations such as General 
Motors, Ford, U. S. Steel and American Telephone. 
All have announced exceedingly ambitious long-term 
programs for increasing capacity along the most 
advanced technological lines, with construction for 
these purposes to reach full swing in the latter part 
of 1956. 


As we all know, the continued huge volume of 
construction has been a potent factor in raising 
business activity to unprecedented levels this year. 
At an estimated level of over $42 billion, at an 
annual rate, compared with 10% less last year and 
15% in 1953, construction has broken all records by 
a wide margin. However, it is not expected that this 
rate of gain can be maintained throughout the next 
year, despite heavy expenditures for plant. Aside 
from the growing tightness in some basic materials 
such as steel, cement, copper and aluminum, a new 
cycle of price increases such as may have been in- 
augurated by the 5.8% rise in steel products just 
announced by the U. S. Steel Corporation may have 
somewhat of a deterrent effect on private construc- 
tion. Furthermore, the rate of housing starts, while 
still very high, has commenced to level off, though to 
a modest degree. Thus, private non-farm residential 
construction has made no appreciable monthly gain 
since January, apparently heralding a decline to- 
ward the end of the year. This situation will prob- 
ably be hastened according to indications of grow- 
ing tightness in the price and supply of mortgage 
money. 


One of the sectors in the construction field that 
looks brightest is the realm of public works. Includ- 
ing federal, state and local expenditures, this is now 
climbing about $1 billion monthly with another $2 
billion expected to be added to the total next year, if 
Congress takes favorable action on public works 
authorization. In any case, even without a federal 
increase in public works, higher expenditures from 
State and local sources should maintain the upward 
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trend in this construction category though to a 
lesser extent than if the Federal government played 
a truly active part. 


Inventories and Sales 


As a result of the business upturn, the unwieldy 
inventory situation which was so marked in the lat- 
ter part of 1953 and early 1954 has disappeared, In 
fact, due to the rapid increase in sales, rebuilding 
of stocks has become necessary over broad areas of 
manufacturing, wholesale and retail trade. Even 0, 
stocks are not increasing as rapidly as sales with 
the consequence that the ratio of inventories to sales 
has declined materially. This is commencing to have 
an effect on prices which have been rising mod- 
erately in a number of lines. In turn, this is causing 
some speculative building of inventories. 

As long as sales increase or hold to present levels, 
inventories will cause no problem. If, however, sales 
should slacken appreciably during the early part of 
1956, the weight of increased inventories could have 
an automatic effect on lowering production. This 
necessarily remains one of the uncertain factors in 
the business situation. For the present, however, 
and the months directly ahead there appears to be 
little reason for concern on this account. 


Rise in Employment 


In the period May 1924-June 1955, there was an 
increase of about 2.8 million in employment, bring- 
ing the total to 64 million compared with 61.2 mil- 
lion. The rise in the May-June period is especially 
noteworthy since it was superimposed over the im- 
pressive gains in April-May. Not only has employment 
increased to record levels but the number of hours 
worked per week has increased substantially. This 
means higher hourly earnings. At the same time, 
unemployment has declined substantially. There are 
now approximately 2.5 million unemployed com- 
pared with over 3.3 million a year ago. In view of 
the increasing population, the present 2.5 million 
unemployed comes close to an irreducible minimum 
so that, for all practical purposes, we now have full 
employment for the first time in some years. 

Under the conditions described, it was inevitable 
that corporate profits reach new peaks. During the 
first quarter, corporate profits before taxes rose 
sharply to the annual rate of $40 billion, a big jump 
from the $32.5 billion rate during the fourth quar- 
ter of 1953, which was the poorest earnings period| 
during the recession. The highest rate for corporate| 
profits was established in 1951 with a rate of $41.2 
billion. This record has undoubtedly been broken in 
the second quarter of this year. The third quarter, 
however, due to the usual seasonal let-down in some| 
basic industries, will probably not quite approach 
the second quarter. | 

Corporate dividends in the first quarter were at 
the annual rate of $10 billion, compared with an 
annual rate of $9.5 billion in the corresponding 
period of last year. With increases rather general 
during the second quarter, and with expectations of 
further increases in the balance of the year, it is 
quite likely that total corporate dividends for 195]| 
will come close to the $11 billion mark, a figure nevel| 
before reached in our history. 

(Please turn to page 552) 
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TREE! 


“POACHING” 


Industrial 
Diversilication 


The man who can tell 
you the nature of the 
business of America’s top 
companies is a peripatetic 
encyclopedia. For we live 
in an age when food proc- 
essors have expanded into 
appliances, chemistry and 










By WARD GATES 





defense goods. Textile 
manufacturers have added to their lines aircraft 
components, precision instruments and electronic 
devices. Distillers also have become druggists. Mer- 
cantile giants have spilled over into insurance. A 
type-foundry giant has added a line of furniture 
and, after only a brief pause, gone on to electrical 
instruments. A classic example is provided by an 
entire industry rushing pell mell away from its 
basic business of selling equipment to the railroads, 
finding the grass greener in such fields as electron- 
ics, atomic energy, earth-moving and the oilfields, 
only to discover that the traditional customer was 
not dead—merely in a state of suspended animation. 

Grass sometimes is greener in the other fellow’s 
backyard. But no cultivated areas since the gardens 
of Biblical Babylon have witnessed trespassing of 
the scope engaged in under the free-enterprise sys- 
tem of the United States, with the intrusions reach- 
ing a frenzied pitch in the decade following World 
War II. 

It’s confusing enough to business people to find 
that their lead-and-zine supplier is in the packaging- 
material field or that the shipbuilder they know also 
is making household utensils, but to the investor, 
who must run while he reads, the trend is utterly 
frustrating. The business pages of many newspapers 
have found it necessary to run “Merger and Sales” 
columns to keep the reader abreast of these rapid 
and, sometimes, bewildering developments. A typi- 
cal item relates that a washing-machine firm has 
merged with a maker of building materials and in- 
dustrial chemicals, at the same time approving an 
operating agreement with a maker of plumbing 
wares that was originally a producer of automotive 
parts. These are only a few of the diverse items 
turned out by the combined companies—a complete 
list would merely compound the confusion. 

Nor is this straying beyond the marked bound- 
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aries confined to secondary or little companies— 
indeed, the bigger they come, the farther they stray. 
Thus, an investor no longer has a stake, pure and 
simple, in the electrical equipment business when 
he buys into General Electric. That mammoth com- 
pany has added to its line, to cite a few, the prod- 
ucts of atomic energy, medical devices, jet engines 
and construction materials. It would be impossible 
to list the G. E. products—they tote up to some 
200,000, giving that corporation more items than 
any entity extant. And General Motors long since 
has moved beyond motor cars and appliances to 
become the giant in such fields as airplane engines, 
Diesel equipment and lightweight passenger trains. 
(See charts) 


Epidemic of Diversity 


Little fellows feel they must grow too, lest they be- 
come an anachronism in the atomic age. A case in 
point is Penn-Texas Corp. A few years ago its prin- 
cipal business was mining bituminous coal for sale 
to electric power companies. Through a diversifica- 
tion program begun in 1952 the company acquired 
or formed subsidiaries which own three steamships; 
operate oil-gas properties in Texas and Pennsylvania 
and uranium mines in Arizona; and manufacture 
cranes, unloading equipment, truck shovels, insulated 
copper wire, and cable. Before the leaves fall, Penn- 
Texas expects to complete a merger with Niles- 
Bement-Pond Co., a topnotch maker of machine tools. 
Penn-Texas, after allowing a few months for a con- 
solidation of the company’s position, proposes to seek 
out still other companies. 

Many another king-size corporation owe its exist- 
ence to epidemic diversity. General Dynamics Corp., 
for instance, was set up in 1952 to acquire Electric 
Boat Co., followed this with acquisition of Consoli- 


$15 











dated Vultee Aircraft Corp. and topped off this cor- 
porate complex in 1955 with roar lt Co., 
an old-line electronics and telecomunications manu- 
facturer. 


G. D., of course, stands out because of sheer big- 
ness, but not a day goes by without a group of 
promoters using “a blind ad” on the business pages 
of the newspapers, offering to “buy up your com- 
pany.” The buying group is not interested in what 
you make—only that it be “going and profitable.” 


Not Everybody Is Happy 


Promoters, until recently, preferred companies 
that were withering on the vine, but that sort of 
thing has lost its appeal since the demise of the 
Excess Profits Levy, which made such curious acqui- 
sitions advantageous from a tax standpoint. 


This business of spilling over into the other fel- 
low’s preserve has created deep antagonisms, shared 
by the already-established people and the general 
public. Cries of “Greed!” and “Live and Let Live!” 
are heard. General Motors is perhaps the most suc- 
cessful corporation in the world, but it is no secret 
that its success, achieved in a variety of lines, also 
has made it highly unpopular with numerous busi- 
ness folk. Its drive to garner a larger share of the 
auto-parts business through its United Motors Serv- 
ice Division has embittered hundreds of independent 
parts-makers, who are finding their one-time cus- 
tomer now is a fierce competitor. To companies such 
as Fairbanks, Morse, which must vie with G. M. for 
diesel locomotive business, the sprawling industrial 
giant is anathema. 

While Carrier Corp., pioneer producer of air-con- 
ditioning equipment, also must compete with G. M. 
(G. E. and Chrysler, too), its president, Cloud 
Wampler declines to admit they are too troublesome. 
Asked constantly how he can compete with “the big 
boys,” his answer invariably is: “We are still here.” 
And he could add: “At the top of the heap.” The 
Johnny-Come-Lately annoys him even more — the 
radio-television manufacturer, who gets someone 
else to make room-coolers for him, has his name put 


on the product and then floods his dealers with an 
extra product. Mr. Wampler thinks many of these 
firms are not long for the air-conditioning business, 
but meanwhile they are a problem. 


Culprits in the Lab 


To seek out personal culprits for the trend toward 
greener pasture is to miss the deep significance of 
this revolution in American industry. The culprit, if 
there must be one, is not a man, but a research 
laboratory. Industry and Government have plowed 
tens of billions of dollars into plants where physical 
and chemical changes are wrought by the world’s 
most brilliant engineers, scientists and trained lab- 
oratory workers. A glance at just one phase of de- 
velopment will go a long way toward explaining the 
industrial upheaval caused by the labs. Let us use 
plastics as an illustration. 

Pipe for moving water, gas and oil made from any 
material other than metal was a rarity only a decade 
ago. Then came the squeeze bottle for shampoos and 
deodorants—molded from plastics such as polyethyl- 
ene, Tenite (a product of Eastman Kodak) and poly- 
vinol chloride. Now plastic pipe is used by farmers 
in well-pump systems to draw water, by coal-mine 
operators for pumping corrosive water out of the 
ground and by oil-well operators. Volume for plastic 
pipe, of course, is infinitesmal alongside the more 
than $1 billion of steel pipe marketed annually, but 
hundreds of companies are finding it a suitable ma- 
terial. 

To condemn plastics producers for moving into 
this field is to shackle every research program. 
Typical of our competitive economy, the steel indus- 
try has not sat back to watch a rival material 


burgeon—it is getting into the business. United | 


States Steel Corp. this year shipped its first order of 
flexible pipe, to be used for mine drainage. 

The plastics development is taking many old-line 
companies far afield from the products that made 
them giants in the first place. Phillips Petroleum, 
as an example, is excited about Marlex, which it 
describes as “a revolutionary new family of plas- 
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tics.” Phillips predicts thousands of new products 
will stem from Marlex—such items as unbreakable 
nursing bottles that will withstand the heat of steri- 
lization; refrigerator trays that don’t get brittle 
with cold; packaging film that will resist gases, 
liquids and moisture vapor; rigid or flexible pipe 
that will not corrode. Phillips plans to build a multi- 
million dollar plant capable of producing 100 mil- 
lion pounds a year of the Marlex family. 


Out of the Bathroom 


Porcelain enamel has moved beyond the kitchen 
and bathroom to become in recent years an archi- 
tectural material gracing skyscrapers, hotels and 
public buildings. Numerous builders have passed up 
high-cost masonry and expensive erection in favor 
of porcelain laminated to steel, which is cheap, light- 
weight and swiftly put in place. This trend in archi- 
tecture also has helped to make aluminum popular. 
It is difficult to keep tabs on the constantly new uses 
being found for aluminum. Starting out in Grand- 
ma’s kitchen around the turn of century, it soon 
acquired a few hundred uses, rose to 2,000 in the 
days preceding World War II and moved above the 
4,000 mark this year. 

Glass, as another case in point, not only has 
achieved prominence in architecture, supplanting 
traditional (not older) materials, but in fibrous 
glass products has spawned a whole new industry. 
Since glass is more than 5,000 years old and the art 
of glass-making was known in ancient Egypt, it is 
reasonable to wonder why this latter-day growth of 
an ancient basic material. The answer, of course, is 
to be found in our labs. Glass housewares and din- 
nerware have made the potters unhappy. The new 
glass fibers, meanwhile, have played hob with the 
woodworking, metal and textile industries. This 
light but tough material also has made possible 
hundreds of new products and better ways of turn- 
ing out old ones. Biggest present use of glass fiber 
is in the insulation field and largest potential is as 
a reinforcing agent for plastics. Glass fiber industry 
now does nearly $200 million yearly, against little 
more than $30 million a decade ago. 


Merge and Diversify 


Changing nature of the economy has struck 
whole industries and none harder than textiles. In 
this up-and-down field, the merger-diversity trend 
has been especially marked. Probably the most strik- 
ing example was provided this year with the birth of 
Textron American, Inc., bringing together Textron, 
American Woolen and Robbins Mills. The combine 
has moved beyond the textile industry into aircraft 
parts, precision instruments and electronics. Target 
of this firm for next year is a volume of $300 mil- 
lion, to be derived equally from the old-line business 
and the newly-acquired small companies coming up 
in the “glamour” industries. While the changeover 
in the industry, generally, is not as radical as the 
Textron alteration, the one-line, one-fabric cotton 
mill rapidly is becoming a thing of the past. Those 
firms that have diversified, consolidated operations 
and made their plants more efficient, usually with 
the aid of a merger, are well on the way to a better 
day. 

Kennecott Copper Corp., world’s largest producer 
of copper, rarely is thought of outside that field. 
The company envisages keen competition for that 
non-ferrous metal from such light metals as alumi- 
num and from plastics. Kennecott, moving with the 
times, acquired in December, 1953, a sizable stake 
in Kaiser Aluminum & Chemical Corp., which pro- 
duces nearly 30% of the nation’s supply of primary 
aluminum. This stress on diversity has taken Ken- 
necott into titanium, molybdenite, phosphates and 
numerous other fields. 

Moving over to the food field, we find companies 
with unbroken records of earnings and dividends, 
determined to use the enormous assets at. their com- 
mand to generate greater earning power. Since this 
is an industry, however, where the corporate take- 
home pay is exceedingly thin, there is a great deal 
of casting about for other lines of endeavor. National 
Dairy Products, kingpin of the food processors, has 
never made any secret of its desire to get into the 
chemical industry and even bid for Schering Corp., 
a pharmaceutical firm, (Please turn to page 554) 














































































































Expansion of Products GENERAL MOTORS 
| | 
Pa ef <— At Turn of Century 
Pre-World War II | 
CARS, BUS DIESEL PARTS FOR AIRCRAFT DEFENSE 
AND TRUCKS AUTO BODY APPLIANCE EQUIP. TRADE ENGINES EQUIP. 
Cooling Consumer Insurance Ethyl Lacquers tron Marine Chemical Fuel 
Systems Credit Radio Prods. Foundries Engines Ingred. Pumps 
Post-World War li 
TRAINS FOR PORTABLE EARTH GAS-TURB. 
PASSENGERS PWR. PLANT MOVERS JET ENG. [-] TURBO. ENG. ENGINES 












































TSS 


JULY 23, 1955 


517 





.— = a ade 


ww 








15 Companies 





With Earnings Increase Assured 


By J. H. PARTRIDGE 


ie or several years, stock market action has been 
following a pattern which is best described as “‘selec- 
tive.” Instead of rising indiscriminately, or easing 
on a broad front, most issues have been following 
their own course which has been charted for each by 
its trend of earnings, dividends and anticipated 
results. In attempting to evaluate the relative value 
of a particular issue, some indication of future earn- 
ing power should be most helpful. 

However, the search for the best earnings gainers 
must delve below the surface for a truer picture of 
prospects. Widely used benefits of accelerated amorti- 
zation, for example, have been reducing reported 
net income of many corporations making the results 
appear worse than they really are to all but the few 
who read tightly printed footnotes which supplement 
annual reports. 

On the other hand, these same companies which 
have used accelerated amortization for writing off 
a large part of newly built facilities over a five year 
period instead of the customary 15 to 25 years will 
soon be ending their extra charges so that reported 
earnings will be larger than if usual depreciation 
policies had been followed. 


Just as the currently understated profits are un- 
doubtedly holding down the prices of some issues 
which are intiuenced by heavy accelerated amort.za- 
tion charges, impending overstatement of earnings 
should aid in lifting the market’s esteem of their 
value. Dividend policies of corporate managements 
will also probably be favorably swayed by the pres- 
sure of rising reported earnings, possibly lowered 
need for additional plant expenditures and stock- 
holders’ demands for generous payout of the larger 
reported net income. 
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Accelerated amortization has not been used by all 
companies nor even by companies in all industries. 








Its purpose is to give corporations certain tax bene- | 


fits as a stimulation for defense production capacity. 
The principal users have been producers whose out- 
put has been expanded rapidly in the past few years 
and whose activities require large investment in 
plant and equipment in relation to labor cost. Alumi- 
num, chemical and steel companies rank high among 
those receiving rapid depreciation benefits. Petro- 
leum, machinery, rails and utility companies have 
also received permission to use the privilege. 


Background of ‘‘Fast Write-offs’’ 


The fast write-offs were first granted late in 1950, 
following the outbreak of the Korean War. Com- 
panies building defense facilities were told that they 
could amortize a portion of the cost, usually 50 per 
cent to 75 per cent over a five year period and the 
remainder over the normal span of time. 

The peak in certifications for rapid amortization 
was reached in 1952 when the Office of Defense 


Mobilization authorized 9,500 projects covering an | 


estimated cost of $12.6 billion. By last year, the rate | 


had declined to 1,405 projects at an estimated cost 
of $1.8 billion. The total granted from the start of 
the program through the end of June amounted to 
19,953 individual projects recognized by the Treas- 
ury having an estimated cost of $30.4 billion. It is 
expected that the peak of depreciation deductions 
will be reached in 1958 and then start to taper. Many 
companies which started expanding early will cer- 
tainly have ended their high charges next year en- 
abling them to reap the benefits of positive earnings 
increments. 


THE MAGAZINE OF WALL STREET 


dep 
tior 
pill 
wri 
the 
194 
is 1 
sta 
con 
the 


y all 


ries, | 


ene- 
city. 
out- 
Pars 
t in 
imi- 
ong 
tro- 
lave 


950, 
om- 
hey 
per 
the 


tion 
nse 
an 
rate 
20st 
; Of 
1 to 
2aS- 
t is 
ons 
wny 
2er- 
en- 
ngs 


EET 











For all U.S. manufacturing corporations, annual 
depreciation charges, including accelerated amortiza- 
tion, increased from $1.6 billion in 1939 and $4.4 
billion in 1950 to $6.8 billion in 1954. In 1954, the 
write-off totaled 5.6 per cent of gross plant listed by 
these corporations compared with 4 per cent in 1939- 
1940. Since the total permissible depreciation credit 
is the same regardless of whether a company uses 
standard or accelerated rates, it is obvious that in 
coming years, the rate of write-off will decline below 
the current level and probably below the 1940 level. 


Benefits to Corporation 


For the corporation, of course, accelerated amorti- 
zation has many direct benefits which far outweigh 
the decline in reported earnings. Pre-tax earnings 
are reduced, but the tax bill is correspondingly 
diminished. However, since depreciation is a book- 
keeping deduction and not an out-of-pocket expense, 
the amount of write-off actually generates cash that 
can be used to repay debt, to invest in plant, for ad- 
ditions to working capital or even for payment of 
dividends. 

Leland I. Doan, president of Dow Chemical Co., 
notes that while this high rate of depreciation and 
amortization has the effect of depressing earnings, 
it represents a substantial source of internally gener- 
ated cash for whatever need appears most dominant. 
“We are, as it were, today ‘earning’ plants which 
we can expect to earn profits for us tomorrow,” he 
adds. For the next several years, annual deprecia- 
tion charges of Dow Chemical will roughly equal the 
entire net property account of the company at the 
end of 1946, he declares. 
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PROGRESS OF TAX-AIDED PROJECTS 
(facility expansion under certificates of necessity— 
Office of Defense Mobilization) 
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If tax rates remain constant, there are theoreti- 
cally no savings from stepped up depreciation. Tax 
savings in early years are given up later when the 
deductions are low. By deferring tax payments, 
though, the company has use of considerable sums 
of cash without interest cost. On the other hand, 
likely easing of tax rates in coming years could mean 
substantial dollar gain. But if emergency conditions 
which require increased taxation should occur, the 
development could be costly. 


Picking out the companies which will benefit most 
from the use of accelerated amortization and those 
that will soon show earnings improvement as the 
write-offs dwindle requires considerable investiga- 
tion. Some companies, like Minnesota Mining and 
Manufacturing Co. do no more than reveal to stock- 
holders that total depreciation and amortization 
amounted to $8.9 million without separating acceler- 
ated from normal charges. Others, like Cleveland- 
Cliffs Iron Co. explain that accelerated amortization 
for 1954 amounted to $2.8 million and that if it had 
not been taken, net income would have been increased 
approximately $1.2 million. In other words, reported 
earnings of $2.32 a share would have been 53¢ a 
share higher without the fast charge-off. 


Each company must be scrutinized individually. 
Generalizations are wholly inadequate in the search 
for those which benefit most from this development. 
Even though the intention of the law when it was 
written into the tax regulations was to spur output 
of products for defense, few aircraft producers or 
electronic companies get (Please turn to page 558) 











15 Companies Whose Earnings 
Should Benefit As Accelerated 
Amortization Charges Are Completed 





Through 





Est. Net 
Earnings by end of 
Reduction of Indicated acc. amort. 
Earnings Per Acc. Amort.** Div. div. can be 
Share 1954* Per Share 1955 raised to: 
Allied Chemical .............. $4.80 $ .84 $3.15 $4.00 
Alum. Co. of Amer. ........ 2.19 .80 1.00 1.75-2.00 
Anaconda Company ...... 3.07 30 3.00 3.25 
Babcock & Wilcox .......... 9.78 .90 3.00 4.00*** 
SINE: — kssncssesnccecsaesenaces 32 1S 50 .60 
Climax Molybdenum ...... 6.07 .60 3.00 3.50*** 
Dow Chemical ................ 1.42 42 1.00 1.40 
Eastern Air Lines ............ 2.81 1.50 1.00 2.00-2.50 
Koppers Company ........... 2.77 .67 2.50 3.25 
Lehigh Portland Cement.. 4.18 77 1.60 2a5°"* 
Monsanto Chemical ........ 1.46 29 1.00 1.25 
Sylvania Electric Prod..... 2.92 .32 2.00 2.25 
Republic Steel ................ 3.55 85 2.50 3.25 
Be FI acsctcssscencseseee 3.23 1.35 2.00 3.00 
Westinghouse Electric Co. 5.06 .30 2.50 2.75 





* Adjusted for stock splits. 


**Adjusted for taxes which would have been paid if no such 
amortization charge had been made. ¥ 


***Can pay more in view of substantial earnings margin over 
dividends. 


Note: Estimates of higher dividends given here are based solely on 
the amount saved from taxes after completion of rapid 
amortization charges. 
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LABOR accomplished very little on the Washington 
front in this legislative year, but didn’t do bad in 
the statehouses. Target there was defeat of right-to- 
work bills, and the scoring was high. In 44 states, 
legislatures have been in session for varying lengths 
since last January. In 15 states right-to-work laws 
were defeated or sidetracked; repealer resolutions 





WASHINGTON SEES: 


While public authority, federal and local, 
is concerning itself with rail, trucking and air 
transportation problems, inter-city and trans- 
continental traffic strips, situations of danger- 
ous portent are growing right on Main Street. 

Bus and street car strikes have reached 
epidemic proportions. The stoppage in the 
District of Columbia immediately engaged the 
attention of Congréss and the result was ac- 
cented prominence, but it is typical of what 
either is going on or is threatening to set in 
at many other points. 

One of the difficulties is the apparent im- 
possibility of setting a formula of solution. 
Detroit, for example, has had public owner- 
ship for more than 30 years, a period marked 
by vastly improved service, normally in- 
creased fares, good labor relations. On the 
other hand, Baltimore has private ownership, 
riders register no more than the normal com- 
plaint about fare increases, there has been 
no strike in three years, and the company 
makes money for its stockholders. Washington 
talked Congressional seizure of the Capital 
Transit Company from the first day of its 
uirike, yet the community which lives most 
with government is not at all convinced that 
private enterprise isn’t best. And in any event, 
Congress cannot legislate on purely local 
services, outside Washington. But strike-bound 
cities can hope the lawmakers will at least 
set a pattern. 











DEMOCRATS HAVE 


By “VERITAS” 





PROBLEMS 


failed in eight states and the issue is pending in one. 
Most of the assemblies now meeting are in special 
sessions called for purposes other than labor matters. 


OPTIMISM evidenced by President Eisenhower as the 
time nears for meetings at the summit of diplomacy, 
isn’t exactly worrying the State Department but 
some of its toppers wonder if Ike’s cheer isn’t likely 
to be taken by the public as a promissory note that 
might not be paid off on time. But the President has 
repeatedly placed the sessions in the context of pre- 
liminary meetings which won’t reach decisions, good 
or bad, but can be tests of genuineness of peace 
sentiment. Many believe Dulles really is not as pes- 
simistic as he appears to be, that he has set himself 
up as a counter-balance. 


INCAPACITATION of Majority Leader Lyndon John- 
son removed an extremely able legislator-diplomat 
from the Senate scene for the closing weeks of Con- 
gress but it will serve once more to explode the myth 
of the “indispensable man.” Only one year ago, his 
democratic colleagues were deriding him as “Lyin- 
down”. Johnson, saying he wasn’t producing in his 
leadership. They’re still unwilling to concede that 
Ike’s popularity and his program are the cohesives 
uniting Congress, but the supporting fact is in the 
circumstance that in spite of the much-regretted 
absence of Johnson the ship of Congress moved on. 


DEMOCRATS of the highest policy echelon have 
launched what seems clearly to be a campaign to 
ease Adlai Stevenson out of the 1956 nomination for 
the Presidency. They are putting it up to him to do 
what no aspirant has been expected to do in the 
past: declare himself in, or out, more than one full 
year ahead of the nominating convention. Carmine 
De Sapio chief promoter of Averell Harriman has 
joined forces with Governor Mennen Williams to 
start the ball rolling. The party chiefs think Steven- 
son is entertaining, but not rallying, the voters. 
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This season, which marks a slowdown of activ- 
ity generally, ushers in an era of real significance 

to labor unions: throughout the nation, state federa- 
tions and craft groups are planning meetings that will 
go far to settle the programs of national conventions 
which take place in the winter months. It might well be 
that_AFL-CIO merger will be set up as a sure thing, 

or its fatal weaknesses -- if any -- exposed. 
Ordinarily, national headquarters at Washington looks 

on patronizingly, knowing the word can be sent down the 
line to stop unwanted trends if they develop. Right now 
the big bosses on unionism are working almost fever- 
ishly to build merger to the status of crusade. 























There are those in the union movement who say 
the bright hopes of Meany and Reuther for a massing of 
labor's strength, economically and politically, are 
dashed. Whatever the outlook, the amalgamation is 
certain to be incorporated in formal printed documents, 
rhetorical but possibly not very effective. David Beck will not bring his powerful 
Teamsters’ Union into the fold on present terms. He submits the "anti-raiding" 
feature is unrealistic; that it attempts to impose a limitation on the spread of 
unions — his, to be specific. If the teamsters don't come in, the nerve system of 
paralyzing strikes is blocked off. 

















Most discouraging to the unionists is the dead guiet at United Mine 

Workers headquarters. John L. Lewis as usual _ is going it alone. He spoke out after 
the Guaranteed Annual Wage negotiations ended at Ford, but his comments were the 
words of derision: Did the auto workers get, he asked, a wage, a guaranteed pay, 

or even a contract? In the mockery of his words seemed to be a promise that he'd 
show_the young upstarts how to get a contract. And it is about time on the calendar 
for him to start talking terms. The bitiuminous coal industry is not doing too 
well, the competition of other fuels is hurting. In the coal fields, the miners 

are growing restive. John L. will move, but not_in the direction of any merger. 

















And in Washington another season, the "silly season" has come with the 
tropical heats: 


In Congress, Senator Thomas Hennings of Missouri has introduced a bill 
which would make tax-deductible as a "worthy cause" up to $100 donated to the 
campaign fund of a candidate for federal office. Himself, for example. 
Placing political contributions on par with those for religious and charitable 
works would, says Hennings, defeat "Special Interests." 








With background of blaring trumpets and rolling of drums George Meany 
(AFL) has announced political policy for 1956: "We shall try _to elect our 
friends to Congress." Burden of the pronouncement is that the trickle down 
theory doesn't give the workman "his fair share of the wealth he produces." 
(The policy declaration was given all the propaganda play that might be ex- 
pected to attend a short-cut to world peace.) 











Federal workers are pouting over the fact that they received only a 7.5 
per cent increase in pay at the hands of a Congress to which they looked for 
10 per cent. They hadn't, they said, had any salary boost since 1951. Not 
mentioned was the fact that since then they went on a five-day week with no 
change in pay, which figures to a 20 per cent hike in compensation for time 
worked. 

















And Bert Seidman, AFL Staff Economist, made his own appraisal of the busi- 
ness boom that has subsisted for many months. In his syndicated labor paper 
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column he observed: "Hard goods manufacturing, coal mining and railroads were 
the industries most severely affected by the recent recession." 








President Eisenhower found Clarence Manion much too conservative in his 
early comments on the charting of operations areas for Federal and local govern- 
ments and Manion walked the plank. If the President wanted something that wouldn't 
offend anybody too much he made an excellent selection in the succeeding chairman 
of the Commission on Interdepartmental Relations. Meyer Kestenbaum, Chicago indus- 
trialist and "liberal" has submitted his report. It's the product of two years 
| effort by an unwieldy commission of 24 members who drew on the knowledge and ex- 
| perience of hundreds of consultants. It required 90,000 words to say, in effect, 
that taxing, spending, and governing overlap at too many points, but, perhaps, that 
| cannot be helped. 
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Something is blowing up in the farm belt. Agriculture accepts increase 

| in the minimum wage as something that was bound to come and says the amount fixed by 

' the Congressional Committees only reflects current practice in the always increasing 
competition for farm labor. But the farm organizations are giving wide circulation 
to the economics of the subject and it can be expected that when the case has been 
fully made out, it will be the basis of new demands for legislation. What, remains 
to be seen. 














The story the farm operators relate is this: with 22 per cent fewer hired 
hands in 1954 than in 1940, farm expense involving increased labor costs (city) 
were increased by 230 per cent in that period -- from $6.6 to $21.8 billion. In 
addition the value of machinery on farms, involving increasing industrial labor 
costs had increased by 337 per cent from $3.6 to $15.7 billion. Point being made 
is that the wage boost will inevitably be a new farm burden, reflected in additional 
costs for rural services, for equipment, supplies and services, including transpor- 
tation and preparing for market and handling. 
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The National Wholesale Grocers’ Association has embarked upon a campaign 
that is already a dead issue. The group has placed its nationwide membership behind 

demands upon Ike that he do something to wipe out tax exemptions which not favor 
cooperatives in the mercantile field. The grocers are coming late into an 
effort that has made no progress in many years of expenditure. And they could 
have saved the energy had they read the President's own words to Congress: 
"There have been a lot of problems raised about the taxation of these farm co- 
operatives. And their problem, as I see it, has been well and soundly settled by 
the Congress, and this is where I take my position." 

















Convinced that Congress will do nothing about more liberal Social Security 
provisions, and confident that they can lay the blame on the doorstep of the GOP 
from Ike on down, the democrats are enlarging their "act" as the basis of a good 
campaign issue. The demmies see no prospect of action before adjournment so they're 
pushing a program that calls for disability insurance as an added feature; lowering 
from 65 to 62 of the age at which women may qualify for benefits; benefits for 
disabled children beyond the age of 18. Official position of the White House: 


against. 
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Louis E. Wolfson is not without his critics but the world of finance and 
industry sat back for an appraising look when Senator Wayne Morse put forth the 
proposition that the Wolfson interests be stripped of their street car-bus franchise 3 
in Washington, D. C., in punishment for permitting a transit strike to continue. 

( 














Basic theories of limitless scope are involved. Sought to be introduced was a new 
principle of labor-management relations, above and beyond, and making no use of, 
the Taft-Hartley Act or any other appropriate statute. The issue of rendering 
service as franchised was not involved; concerned only was failure of management 
and employees to get together on a new wage contract and the company's refusal to 
submit the issues to arbitration. 
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By J. S. WILLIAMS 


S 


epresentative banks 
during the first half-year 
showed generally favor- 
able results both in their 
operations and in their 
market action justifying 
the optimistic opinions as 
to their long-term future 
widely held among  in- 
vestors. The gains, as had 
been expected, were mod- 
erate rather than spectac- 
ular in most cases and fol- 
lowed the conservative 
pattern that has become 
firmly established over the 
years. 

In appraising the out- 
leok for the second half- 
year, most investors will 
probably look primarily 
into four important fac- 
tors. The first is the de- 
mand for credit; will it 

















recovery, measured by the 
over-all indices of busi- 
ness, and then by a fur- 
ther boom that at the 
midyear is setting new all- 
time records. 

The current business 
boom means heavy de- 
mand for business loans 
for financing a larger vol- 
ume of sales, for building 
up inventories that had 
been depleted during the 
recession, and for push- 
ing forward the high-level 
program of expenditures 
on new plant and equip- 
ment, which appears to be 
accepted as a regular re- 
quirement that will con- 
tinue indefinitely. Distri- 
bution of new capital 
demands is, of course, 
quite irregular, being con- 
centrated in those indus- 
, tries that are growing 























continue to grow in all the 
major categories of busi- 
ness loans, stock and bond secured loans, real estate 
loans, and instalment loans? The second is bank 
earnings; will they continue to increase faster than 
the inevitable advance of operating expenses? The 
third is the dividene trend; will the increased dis- 
tribution rates voted by a large majority of banks 
be further liberalized? The fourth is the question of 
bank mergers; are they likely to be restricted or 
prohibited altogether by the banking supervisory 
authorities; also, are mergers a good thing for the 
banks themselves, their shareholders, and the public? 





Demand for Bank Credit 


In the commercial banking business, the principal 
source of income is the interest received on loans. 
In other words, banks have money to “sell’’ and 
their prosperity thus depends on the demand for 
such money by individuals and businéss, as well as 
on the “price” or interest rate. 

_ Since the need for bank credit reflects the chang- 
ing levels of activity in all the different elements of 
the national economy, the determining factor will 
be the course of general business conditions. The re- 
cession of 1953-54 has been followed by a complete 
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most rapidly and reflect- 
ing the changing ways in 
which the public is spending its money. For exam- 
ple, people are spending less of their income rela- 
tively if not actually, on textiles, clothing, leather, 
shoes, furniture, carpets, or coal, and spending more 
on new houses, home appliances, automobiles, gaso- 
line, travel, services, and interest charges. They are 
also spending more, via taxes, on new highways, 
schools, government buildings, education, and other 
public services. 

The demand for real estate construction and mort- 
gage loans is generally expected to continue heavy, 
even though the recent record-high rate of home- 
building may be slowed down moderately. There are, 
in fact, increasing signs that such slowing down is 
already under way, including the more adequate 
supplies of new homes in some localities, the loaned- 
up condition of some institutions which have been 
heavy lenders in the past, and widespread criticism 
of terms as excessively liberal when no down pay- 
ments are required and maturities are stretched to 
twenty-five or thirty years. At the same time, the 
requirements of new housing merely for normal 
growth, replacements, and slum clearance would call 
for an estimated 1,000,000 new homes a year indefi- 
nitely. This would mean continued heavy demands 


523 





.— = ARE ALTA 


Lg 

















Earnings, Expenses, and Dividends of All Member Banks 


Bank Earnings 








™ (In Millions of Dollars) 





Rising demand for credit has 











offs, and net increase in valuation reserves. 








Net income is shown after taxes, profits on securities, recoveries, losses, charge- 


Gross Operating Net Current Net Dividends °%, of Net given a two-fold boost to banks’ 

Years Earnings Expenses Earnings Income Paid Income earnings, in that it has increased 
ET $2,102 $1,268 $ 835 $788 $ 246 31% the volume of their loans and also 
. 2,403 1,469 934 758 267 35 caused interest rates to firm up, 

2,579 1,650 929 653 281 43 In the case of the _ so-called 

aoe nae poe po a po “prime-rate” charged by the big 

3,265 2'020 1245 78) 346 a banks on large loans to prime cus- 

3,669 2,232 1,437 756 371 49 tomers, the 3% figure established 

4,120 2,501 1,619 829 390 47 in March 1954 has not yet 

eon pena co sane a Po changed, though rumors persist 


of an increase eventually. It 
would not be correct to describe 
the present money market as ac- 














tually “tight”, but the former con- 





for realty loans. 

Instalment loans of the banks have increased sub- 
stantially, reflecting the boom conditions in auto- 
mobile and home appliance sales and the banks’ 
growing participation in this type of business. The 
loss experience, year after year, has averaged less 
than 14 of 1% on the face amount of such loans 
made. Although leading bankers have frankly called 
for increasing care in making such loans, in view of 
the great expansion in outstanding debt that has 
occurred during the past year, they regard them as 
generally sound and self-liquidating. There is no rea- 
son to doubt that instalment loans will continue to 
constitute a profitable and stable department of com- 
mercial bank operations. 

Finally, loans secured by stocks and bonds, both 
to security brokers and dealers and to others, have 
increased substantially during the past year. They 
reflect not only the activity and rising prices in the 
stock markets, but also the heavy volume of new 
security offerings—including corporate, state, and 
municipal—that continue to flow into the markets. 
It is interesting to note that the bank credit expan- 
sion in loans against securities, as well as realty 
loans and instalment loans, have all been the sub- 
ject of some criticism, which should prove beneficial 
to the banks by putting them on guard to avoid 
excesses and, incidentally, providing them with a 
convenient excuse for turning down new loan ap- 
plications that seem substandard. 
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dition spoken of as “active ease” 
no longer prevails. The distinction is important in 
not overemphasizing the hardening that has taken 
place. 

Loan income, which increased over 1954 in the 
first half of this year is expected to increase also in 
the second half. Investment income is holding fairly 
stable, the effects of lower holdings of U. S. Govern- 
ment securities being offset by slightly higher yields. 
Gross earnings, thus, should be up moderately. 

Changes during the first half year in these and 
other items of twenty of the country’s largest banks 
is shown in the accompanying table, ‘Statistica! 
Data on Leading Bank Stocks.” 

Operating expenses, however, also are rising, due 
to increased labor costs and to higher payment in- 
terest payments on time deposits. Taxes are running 
at about the same rate as last year. Net current earn- 
ings should be up moderately. Adjustments for prof- 





its on securities and recoveries of bad loans, as well | 


as for losses and charge-offs, should be lower in 
1955 than in most years because of the generally 
stable economic conditions. After such adjustments, 
net income also should be up moderately this year. 

Much is heard about the new miracle of “‘automa- 
tion” for saving bank labor and thereby checking the 
rise of operating expenses, but this hardly promises 


immediate gains. Progress will probably come slowly | 


because of the cost and the unusual accuracy de- 
manded of equipment for bank use. Bank account- 
ing, whether by hand or electronic machines, in- 
volves not merely statistics but real money. Such 
accounting must be of the highest attainable ac- 
curacy ; it must almost preclude the chance of fraud, 
and provide permanent records available for inspec- 
tion or audit. 


Moreover, in banking, as in industry, the saving 


of labor realized through increasing productivity of 
the straight “production workers” is often more 
than offset by the need for more “service workers” 
engaged in research, training, sales promotion, ad- 
vertising, public relations, staff relations, mainte- 
nance, repairs, tax reporting, statistics, and the like. 


Dividend Trend 
Last year the net income after taxes and adjust- 
ments of all commercial banks in the U. S. that are 
members of the Federal Reserve System aggregated 
$1,096 million, an increase of $231 million or 27% 
from the preceding year. Dividend disbursements 
last year totaled $456 million, up $37 million or 
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only 9%. The portion of net income paid out in 
dividends thus declined from 49% in 1953 to 42% 
in 1954. Over the 10-year period 1945-54 inclusive 
the proportion of net income paid in dividends aver- 
aged only 43%—with 57% being retained for build- 
ing up surplus and undivided profits. This is shown 
in the table ‘““Earnings, Expenses and Dividends.” 

This low percentage of dividend pay-out, con- 
trasting with an average of around 50% by all U. S. 
corporations during the same period, reflects the 
unusually conservative financial policies followed by 
the commercial banks—due mainly to their need of 
bolstering capital funds to maintain reasonable rela- 
tionship to their constantly expanding deposit lia- 
bilities. There appears no reason to believe that the 
big banks will depart from those conservative poli- 
cies, which have served them and also their share- 
holders so well over the years. Therefore bank divi- 
dend increases will probably continue to be made by 
small steps, but there should be many of them. 

In addition to raising cash dividend rates, a num- 
ber of banks already this year have voted stock 
dividends or splits, while others have offered share- 
holders the right to subscribe to additional capital. 
Prices of representative bank stocks are up about 
5% for the half-year, and 20% for the past twelve 
months. 


Bank Mergers 


In the bank stock markets, reports of mergers 
have stirred up more interest than all of the other 
favorable elements together—including the almost 
uninterrupted record since the early 1930s of rising 
earnings, dividends, and stock quotations. Whether 
or not the importance of mergers has been over- 
emphasized is debatable, though it is usually futile 
to quarrel with the judgment of the market. 

Actually, the question of whether or not bank 
mergers are a good thing is simple to answer if one 


faces the economic facts of life instead of economic 
theories, political considerations, or personal preju- 
dices. Although lengthy books have been written on 
the subject of mergers, the dominant fact is that 
mergers represent a common type of natural growth. 
After businesses have been established, they often 
find that by joining forces with other units to form 
larger organizations they can do a better job for 
themselves and for the public. Investors have invari- 
ably favored the larger enterprises in every line 
because of the advantages they possess in mass pro- 
duction, purchasing, financing, advertising, distri- 
bution, diversification, etc. 

In the case of banks specifically, the mergers usu- 
ally bring substantial benefits to all concerned. The 
bigger banks can do a better job because of having 
more departments and affording the employ special- 
ists. Today’s business demands many specialists in 
their varied fields. Yet in a small bank the harried 
president or cashier is expected to be an “expert” 
in such subjects as loans, investments, real estate, 
mortgages, personnel, accounting, law, taxation, and 
so on. 

Another advantage of the larger bank 
ity to lend larger amounts to customers and serve 
them more adequately in other ways. In short, the 
country needs big banks to provide the large finan- 
cial resources and the trained officials and staffs to 
serve in an age where other agencies have grown 
big also—big manufacturing, big trade, big trans- 
portation, big utilities, big labor unions, and big 
government. World wars today could not be won 
with cavalry or financed by “‘one-horse” banks. 

The right of an owner to sell a business is inher- 
ent in ownership itself. Of course, when any business 
attains a large size, the owners’ rights become quite 
properly subject to various legal restrictions that 
may be deemed necessary in the public interest. At 
recent Congressional hearings on the subject of bank 
mergers, Federal Re- (Please turn to page 552) 
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Statistical Data on Leading Bank Stocks | 
Total Deposits Loans & Discounts U. S. Govt. Securities Book Value Earnings per Share* Indicated 
6-30-55 12-31-54 6-30-55 12-31-54 6-30-55 12-31-54 per Share Ist Half Year Current Recent Dividend 
pees (Millions) 12-31-54 1955 1954 Dividend Price Yield 
American Trust, San Francisco $1,359 $1,337 $ 693 $ 636 $ 417 $ 446 $ 34.41 $ 1.35 $3.30 $160 $ 42 3.8% 
Anglo Calif. Natl., San Francisco 859 850 380 346 303 330 44.81 1.83 3.79 2.40 60 4.0 
| Bank of America, San Francisco 8,391 8,271 4,302 4,043 2,241 2,414 19.21 1.46 2.64 1.60 39 4.1 
Bankers Trust, N. Y.1.............. 2,350 2,593 1,342 1,329 530 586 61.64 2.24 4.57 2.60 63 4.1 
Chase Manhattan, N. Y.2........ 6,712 6,859 3,106 2,877 1,613 1,908 42.884 rr 2.20 51 4.3 
Chemical Corn Exchange, N. Y. 2,755 2,624 1,137 976 659 829 44.03 1.91 3.50 2.00 49 4.1 
Cleveland Trust Co. .......0000. _ ssoseese So en 488 a 18.83 6.00 261 2.3 } 
Continental Illinois, Chicago.. 2,269 2,477 750 688 1,011 1,248 rr 7.21 4.00 101 4.4 
First Natl. City, N. Y.®............ 6,175 6,195 2,641 2,559 1,719 2,047 58.47 2.015 3.385 2.405 60 4.0 
First Nati ee foe a 460 51.28 2.13 4.30 2.70 61 44 
First National of Chicago ...... 2,565 2,688 1,239 1,282 846 875 206.64 it... 17.85 8.00 342 2.3 
Guaranty Trust, N. Y. ............ 2,521 2,600 1,408 1,369 784 991 80.12 2.45 4.30 3.70 79 4.7 
Hanover Bank, N. Y. .............. 1,641 1,591 752 642 477 586 50.21 1.77 3.37 2.00 50 4.0 
Rrvieng, Towed, 00. V.. .n..ccscscecesssss 1,386 1,407 710 620 343 445 24.84 0.98 1.80 1.30 29 4.5 
Manufacturers Trust, N. Y....... 2,631 2,802 920 830 824 986 75.10 3.16 5.88 3.20 82 3.9 
Mellon National, Pittsburgh.. _........ 7A sy 605 rn 6.10 3.00 98 3.1 
National Bank of Detroit ...... — ........ rr een 807 46.28 2.36 4.78 2.00 68 2.9 
DBR WOR RIOD ses cecsecsavcscesssse 707 751 362 317 194 260 63.76 2.34 4.68 3.00 71 4.2 
Philadelphia Natl. .................. 917 875 383 316 179 251 96.00 "=... 8.08 5.00 118 4.2 
| Security First Natl., Los Ang. _........ > | hanieueee 1,095 a 3.38 1.60 51 3.1 
| * Net operating or indicated earnings. 1Bankers Trust Co. absorbed Public National Bank & Trust Co., April 8, 1955; combined prior 
| figures shown in comparisons. 2Formed March 31, 1955 by merger of Chase National Bank and Bank of the Manhattan Co.; combined 
| prior figures shown in comparisons. 2Formerly National City Bank; absorbed First National Bank, March 30, 1955; combined prior figures 
| shown in comparisons. 4Figures as of March 31, 1955. 5Includes City Bank Farmers Trust Co. 
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W ren the average motorist pulls into a gas 
station and tells the attendant to “‘fill er up, and while 
you're at it, check the oil’, it seldom, if ever, occurs to 
him that his automobile—a fine piece of equipment, 
regardless of which American company built it— 
functions so efficiently because of the American oil 
industry. For that matter, few individuals, other than 
those directly identified with the industry, realize 
the essential role the production of products from 
crude oil and natural gas performs in making mod- 
ern industry possible, providing oil and greases for 
bearings, gears and wheels, fuel oils for diesel en- 
gines, residual oils for fueling huge boilers, such as 
those in electric power generating plants and ocean 
liners, and light fuel oils for home heating, and a 
number of other uses, including the manufacture of 
insecticides. 

The list of uses for crude oil and natural gas is 
already lengthy and continues to grow. Just a few of 
the newer and more unusual products and by-prod- 
ucts from oil are garden chemicals, plastics, vitamin 
preparations, synthetic fibers, phonograph records, 
synthetic rubber, detergents and cosmetics. 

Although the industry may experience a variation 
in demand from year to year the trend continues up- 
ward, rising in 1954 to 8 million 108 thousand barrels 
of crude oil, including natural gas liquids, up from 
8 million 5 thousand barrels in 1953. While the growth 
of the automobile industry has been a big factor in 
creating the enormous demand for petroleum prod- 
ucts, farm mechanization which got under way dur- 
ing World War I followed by the increasing require- 
ments of oil-burning ships and locomotives, diesel 
engines, the steady expansion in air transportation, 
and the rapid growth in the number of oil heaters 
and furnaces has broadened the industry’s market 
still further. 


526 





NEW OIL 
from 


Old Wells 


By HOWARD WINGATE 





How fast this has been can be measured by com- 
paring the 64 million barrel petroleum output of the 
domestic producers in 1900 to that of one billion 700 
million barrels in 1945, the peak year of World War 
II. Then, the American oil industry, which almost 
singlehandedly fueled and lubricated the tremendous 
war machine of the U. S. and its allies, represented 
an investment of approximately $13 billion in plant 
and equipment. Since then, it has expended more 
than $33 billion for expansion of facilities and devel- 
opment. Its capital expenditures during 1955 have 
been placed at about $4 billion 750 million for new 
refineries, new pipelines and other transportation 
facilities, including more automatic controls, drilling 
and producing. The latter activity will take more 
than half of the planned total expenditures, roughly 
about $2 billion 450 million for domestic exploration, 
drilling and production. This is on top of 1954 ex- 
penditures of approximately $2 billion 371 million 
for the same purposes. 

Again as in previous years, the greater portion of 
the money the industry has poured into new refin- 
eries and other equipment and facilities, and in ex- 
ploration and drilling has come from earnings. In 
terms of capital investment, the industry ranks as 
one of the largest in the country, and it is estimated 
that the combined assets employed in the business 
as a whole amount to $47 billion and that in 1954, 
its gross income in the U. S., reached $19 billion 
800 million. 

The oil industry, contrary to views expressed by 
some, is a highly competitive business. Also contrary 
to some views, it is not without its hazards. When 
the industry last year ear-marked more than $2.3 
billion for exploration and drilling, and planned to 
spend this year close to $2.5 billion more for the 
purpose in order to increase the nation’s oil reserves, 
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it had nor does it now have any way of forecasting 
the degree of success it will experience in bringing 
in new wells. In fact, it proceeds on the basis that 
the odds are against it. On the basis of the record, 
only one out of nine wildcat wells drilled can be 
rated as a “discovery,” and only one out of 46 wild- 
eatters will produce more than a million barrels, a 
“drop in the bucket” considering daily demand in ex- 
cess of 8 million barrels a day. There are still longer 
odds against the likelihood of developing greater pro- 
duction. For instance, experience shows the chance 
of developing a 25-million barrel production is only 
one wildcat well out of 465 drilled, and to bring in 
a 50-million barrel well, the odds are one to 1,030. 

The oil companies do not carry out this exploration 
and drilling work on a hit-or-miss basis. Modern 
science has eliminated the prospector and his divin- 
ing rod, his place being taken by the geological crew 
and the employment of geophysics to detect sub- 
surface formations. The geophysicist’s principal tools 
are the gravimeter, the seismograph and the magne- 
tometer. By means of the gravimeter he measures the 
difference in the density of subsurface formations. 
The seismograph enables him to measure the speed 
and intensity of artificial sound waves reflected from 
subsurface formations, while the magnetometer gives 
him a knowledge of the variations in the earth’s 
magnetic field caused by different subsurface forma- 
tions. 

The seismograph, originally developed to record 
earthquakes, is one of the most widely used instru- 
ments in oil prospecting. The first step is to drill a 
shallow, small diameter hole in which a mild charge 
of dynamite is set off. The sound waves from the 
explosion travel downward until they strike the 
underlying rock formation, from which they are 
reflected or refracted back to the surface. As these 
waves return, they are picked up by geophones, and 
the impulses are recorded. By correlating the in- 
tensity of the waves and the intervals required for 
them to travel down and back, the geophysicist can 
map some general characteristics of the underground 
structure. 

Another device is the flying magnetometer, trailed 
by a cable from a surveying plane. This instrument 
records the varying magnetic intensities of the earth 
over a wide area, providing the geophysicist with 
further clues. Last year, as in 1953, American oil 
companies spent between $400 and $500 million for 
geophysical exploration alone. 

The advances made in geophysical science have 
cut down the risk of drilling dry holes appreciably, 
but has not by any means eliminated the possibility 
of failure in wildcatting. The bringing in of a wild- 
catter as a “discovery” well is only the beginning. 
The field in which it is located has to be “proved up.” 
Many more wells must be drilled. Each requires con- 
struction of a steel derrick, equivalent in height to 
a 10 or 12 story building, and strong enough to sup- 
port the heavy pipe used in drilling and casing. 
Each demands months of hard work and the ex- 
penditure of additional vast sums of money. 

In drilling a typical 10,000-foot well, for instance, 
it is necessary to erect a complete rig that would 
weigh about 200 tons and cost something like $300,- 
000. Such a well would require 10,000 to 12,000 feet 
of steel pipe, from 28 to 96 tons in weight; 12,000 
feet of steel casing, weighing about 150 tons; 2,000 
to 5,000 94-pound sacks of cement, 48,000 barrels of 
water, and 3,000 barrels of fuel oil. All this must be 
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supplemented by 500 to 1,000 tons of drilling-mud 
additives, dozens of drilling bits and a number of 
reamers. Whether the well “flows” or is abandoned 
as a “dry hole,” such an exploratory operation may 
cost anywhere from $250,000 to more than $1 million, 
depending on drilling conditions which may vary 
widely in different areas. 

Last year, drilling activity in the U. S., involved 
a total of 53,930 wells, both wildcats and field devel- 
opments, resulting in the bringing in of 29,773 oil 
and 3,977 gas wells. There should be added to these 
totals 1,012 “service” wells, these being so labeled 
to indicate that their output will be put back into 
the field to aid in maintaining pressure for the other 
wells. 


Out of the total number of drillings, 19,168, or 
approximately 36%, proved to be dry holes. Never- 
theless, 1954 oil and gas discoveries in the U. S., 
added an estimated one billion 92 million barrels of 
crude oil and 322 million barrels of natural gas 
liquids to our domestic reserves, bringing the totals 
as at January 1, 1955, to about 30 billion 735 million 
barrels of natural-gas liquids. An interesting devel- 
opment in drilling is the tendency to sink wells 
deeper and deeper into the earth. (See chart). At 
the present time, the deepest hole in the world is in 
California where Ohio Oil Company went down 
21,482 feet—more than 4 miles. In the Weeks Island 
field at Iberia, Louisiana, Shell has a producing oil 
well at 17,306 feet—more than 3 miles down—and 
in the Glenna pool in West Texas, Phillips, in 1953, 
brought in a gas well (Please turn to page 556) 
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1955 Midyear Re-appraisals 


of Values; Earnings and Dividend Forecasts 


* 


Prospects and Ratings for: Food & Dairy — Tobacco — Beverages — Sugar 
Part 2 


aw brilliant record made by business in the 
first half of the year seems likely to be duplicated in 
the second half but, in consideration of the extraor- 
dinary high plateau of business activity already 
reached by July, it would be close to a miracle if the 
same rate of gain could be achieved during the bal- 
ance of the year. The favorable business background 
and outlook naturally has important implications 
with respect to future earnings and dividends. It 
should not be assumed however, that all industries 
are in an equally prosperous condition, despite the 
general speeding up of the economic pace. Some, such 
as coal, textiles, furniture and farm equipment which 
had experienced varying degrees of recession up to 
recently, are now showing signs of recovery but are 
still rather distant from substantially profitable op- 
erations. On the other hand, the major basic indus- 
tries, such as steel, automobiles, public utility and 
such miscellaneous industries as rubber & tire, air- 
lines, drugs and electronics are extremely active and 
give every indication of maintaining a high rate of 
profits until the end of the year. 

Although the present large volume of business and 
satisfactory outlook has logically laid the foundation 
for expectation of an increase in the total amount of 
dividends to be paid this year, 


the general dividend trend is up. He would do well 
to limit himself to an exploration of dividend possi- 
bilities among those companies with a steadily 
widening margin of earnings over dividends and 
which have not yet taken action to raise their divi- 
dends. It is also wise to recognize that a minority 
are still in uncertain dividend position which can 
lead to unfavorable action. 

Subscribers and readers will be particularly inter- 
ested in the ratings appended to each stock in the 
tables and individual comments. Ratings have been 
arranged to give the greatest practical service with 
respect to defining investment position and prospects 
for appreciation and income of the individual stock. 

A) A High-grade investment quality. This in- 
cludes stocks only of leadership quality, which meet 
in the highest degree the requirements of superior 
management, established position in the industry, 
substantial financial resources, proven record of 
earnings and dividends, and assured outlook for the 
long-range future. 

B) Good-grade. This is limited to stocks which 
do not belong in the above category on all counts, but 
nevertheless represent soundly managed progressive 
companies, though of somewhat lesser investment 
grade. 








with numerous increases antici- 





pated, the investor should be 


C) Speculative but improv- 





aware that during the first half 
a number of companies had al- 
ready raised their dividends and 
that no further similar action is 
likely on their part during the 
next few months. On the other 
hand, there is an even larger 
number of companies in a highly 
prosperous condition which have 
thus far not increased their divi- 
dend rates though this clearly 
would be justified on the score of 
rising earnings. 

The investor, in estimating 
dividend prospects, would do 
well not to raise his expectations 
indiscriminately, merely because 








Industries Featured in 
Mid-Year Forecast 


— in six consecutive issues of 
The Magazine: 


Railroads — Merchandising — Tex- 
tiles — Food & Dairy — Sugar — 
Beverages — Tobacco — Rail, Elect., 
Farm, Office Equipments—Building 
—Machinery — Specialties — Steel 
—Auto & Tires — Accessories — Air- 
craft — Airlines — Bus & Truck — 
Shipping — Metals — Petroleum — 
Chemicals & Drugs — Paper. 














ing. Stocks mainly in cyclical 
industries, or which represent 
“marginal” companies. 

D) Unattractive. Companies 
with a poor or irregular record. 

To further assist our subscrib- 
ers, we have added the symbols 
1.2, and ° 

1 These stocks appear to have bet- 


ter-than-average appreciation poten- 
tials, though this necessarily varies. 


2 These selective issues are limited 
mainly to stocks in “A” and are suited 
mainly for investors whose portfolio 
demands the best-grade growth stocks. 


*This applies only to a _ limited 
number of stocks and which seem to 
possess the most attractive market po- 
tential of its group at this time. 
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Among Food Companies 


By VERNON SAVAGE 


Pcs must eat—and they will get sustenance, 
even if the public authorities have to provide it. 
Hence the relative stability of the food industry. It 
gets some 2.5 million new customers (net) in this 
country each year, starting from the period of ma- 
ternal gestation. 

To paraphrase Hollywood, “Eating is better than 
ever.” While Americans nowadays spend 25% of 
their disposable income for food, just as they did 30 
years ago, they are eating more and better. If people 
ate the same as the average a generation ago, they 
would spend less than 20% of their income for food. 
In 1925, an hour’s take-home pay bought 514 loaves 
of bread or 114 pounds of chicken, compared with 
10 loaves of bread or three pounds of chicken today. 
The preceding generation, as another example, ate 
20 pounds of oranges annually on the average, 
against 58 pounds per person today. 

Food variety in father’s day was much more 
limited and largely governed by the seasons. Now, 
many foods are canned, frozen, ready-mixed, pre- 
cooked and packaged in smart-looking containers. 
Diet also is better — more milk, cheese, ice cream, 
vegetables and fruits, meat, poultry and eggs. The 
average person now gets in his diet 15% more iron 
than the preceding generation. 

Vital factors that must not be everlooked in trac- 
ing the amazing growth of this industry are the 
modern supermarket and the new foods. Displaying 
the increasing numbers of new products in the old- 
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fashioned cramped quarters of the corner grocery 
would be a physical impossibility. In 1939, the 
average grocer handled less than 1,600 items. To- 
day’s plush self-service supermarkets offer anywhere 
from 4,000 to 7,000 items. This merchandising revo- 
lution goes a long way to explain the fantastic post- 
war growth of many products. For baby foods, as 
an example, the increase is 1,500%, for frozen 
vegetables it is 1.275%, for frozen fruits and juices 
850% and for canned soup 125%. 

The food stores of this country, in the first three 
months of this year, retailed $10.2 billion worth of 
merchandise, a 4% gain in dollar volume from the 
comparable 1954 period. Dollar volume in April 
reached $3.7 billion. With food prices down almost 
2% from a year ago and dollar sales up, food-store 
tonnage for the first quarter was up 5% from the 
year-ago period. April recorded an even more im- 
pressive gain. Since many small stores, especially of 
the Mama-and-Papa variety, are not covered in the 
foregoing, the “handle” actually is much larger. 
Trade sources estimate 1955 grocery sales will be 
in excess of $65 billion — a fourfold rise from 1939 
— reflecting the better and more variegated diet 
along with a population increase. 


Less Than A Penny From the Dollar 


In this field, where growth rate is well ahc id of 
most other industries, one might think that every- 
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body is getting fabulously rich. Fact, however, is 
that the business is bitterly competitive, entails vast 


sums for research, new plants and new products, has 
a high labor factor and is marked by rising costs and 
consumer resistance to price jumps (See the case of 
Jane Q. Public v. Coffee). Result is that the people 
who process the food and the folk who retail it, by 
and large, bring down to net profit only a minor 
fraction of their sales volume. Thus, the Great At- 
lantic & Pacific Tea Co., a giant towering over the 
industry, has achieved record sales for the ninth 
straight year, but scarcely reflects this trend profits- 
wise, Earnings rose 6% in the year that ended Feb- 
ruary 28, but this largely was due to a 5.7% drop in 
its tax bill. Consolidated net earnings of $32,233,000 
represented less than 0.8% of consolidated net sales, 
amounting to $4,139,966,000. At that, it was an im- 
provement over the preceding year, when sales 
totaled $3,989,103,000 and net was $30,396,000. 

Armour & Co. is another case in point. That giant 
meat-packer in the fiscal year that ended October 30, 
1954, reported net income of only $1,557,000 on sales 
of $2,056,149,000. The profit thus also was equal to 
0.08 cents per dollar of sales. Indeed, on a somewhat 
similar volume, Armour has been known to sustain 
losses. Armour has been unable since 1950 to bring 
down to net profit so much as 1 cent per dollar of 
sales. 

What do companies such as Armour do with the 
rest of the dollar? the investor is entitled to ask. 
Well, 78.07 cents is paid out for the raw materials of 
this business — livestock, dairy, poultry products 
and the like—and for supplies. Labor takes 13.23 
cents. Another 2.77 is paid to railroad and truckers 
for transporting the company’s products. Yet an- 
other 4.84 cents is needed to cover such expenses as 
maintenance, repairs, depreciation, fuel, electricity, 
water, communication, travel, insurance and adver- 
tising. Interest on debt amounts to .34 of a cent 
while Federal, state and local taxes take .67 of a 
cent. Added up, it leaves .08 of a cent as net profit. 

Of course, the price squeeze and gross margins in 
the foregoing instances are extreme cases, but food 
processors come off poorly in almost any comparison 
with other industries. Over the past five years, as an 
example, the average profit to the people who turn 
out paper was nearly 8 cents per dollar of sales and 
the average return for all manufacturing industries 
was about 6%. 


A breakdown of the food-market basket dollar 
into its major cost components indicates that food 
processors and distributors do only half as well as 
the average industry. Of the consumer’s dollar, 43 
cents goes to the farmer. Of the remaining 57 
cents, 29 cents or one-half goes for wages and sal- 
aries. Another 7 cents takes care of transport costs 
4 cents goes for taxes and 14 cents for other business 
expenses. A balance of 3 cents remains for net profit. 
|Note: The chart attached gives a pictorial repre- 
sentation as of 1953, figures being brought up to 
date in the text just preceding. | 


The three factors of wages, transportation and 
taxes represent more than two-thirds of the entire 
price spread, left after deducting the farmer’s take. 
From 1946 through 1953, higher cost of wages, 
transportation and taxes accounted for about 85% 
of the entire increase in the dollar spread of process- 
ing, transporting and marketing food. Manufacturer 
and distributor net profits, on the other hand, repre- 
sent fewer dollars of the market basket’s retail price 
than they did eight years ago. 

Spread—the difference between what the farmer 
gets for his raw product and what the consumer 
pays for processed food at the grocer’s—varies a 
great deal, ranging from 15% or 20% of the price 
in some instances to 80% or 85% in others. This 
variation is due largely to differences in the number 
and kinds of processing and distribution functions 
necessary to bring the product to market. Spread is 
low where services are few and simple; high where 
the essential processes and services are greater in 
number and more costly. In the case of flour, where 
only one processing step is involved, the spread 
represents about 60% of the retail price. In the case 
of bread, where flour is blended with other ingre- 
dients and further processed into a ready-to-eat 
commodity, sliced, wrapped and given special dis- 
tribution handling to assure freshness, spread repre- 
sents 80% of the retail price. 

In an industry, where corporate take-home pay 
is exceedingly thin, it might be expected that even 
leading companies used red and black ink in alter- 
nating years. On the contrary, at least in the matter 
of companies that have had progressive manage- 
ment, unbroken records of profitable operation, 
reaching back to the previous century, are the rule. 
Examples: 

Why They Are Leaders 
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st, FARMER’S SHARE OF; ,- 
* YOUR FOOD DOLLAR 


National Biscuit Co., giant in its 
field, has a history of some dividend 
payment in every year since 1899. 
In the postwar decade it embarked 
on a massive plant-building pro- 
gram in key cities. These new plants 
have the most modern machinery 
and bulk-handling equipment yet 
devised. They trim labor costs and 
this is vital to a company that pays 
out about one-third of its sales dol- 
lar to employees. Expenditures for 
capital assets this year will be about 
$20 million and research has been 
enlarged. Beyond the new products 
that come out of its laboratories, 
Nabisco last year acquired a cereal 
company, a producer of dog meal 
3 and a maker of cake mixes and 
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Statistics on Leading Food Processors 
| ———_——_———_——_ st Quarter ————_——_____ Fe 

Net Sales Net Profit Margin Dividend Per Share Price 

1954 1955 1954 1955 Net Per Share Earned Per Share Indicated Range Recent Div 
| ——(Millions}—— % ~ 1954 1955 1953 1954 1954 1955 1954-55 Price Yield 
: 

| 


| AMERICAN BAKERIES n.a. n.a. es esi $ .731 $ 941 $266 $ 2.61 $2.00 $ 2.00 35-26% 35% 5.7% 
| W.C. (mil.) ‘53—$14.3 
W.C. (mil.) ‘54—$13.5 


BEATRICE FOODS ...$ 72.3 $ 76.4 1.4% 1.4% .80 79 3.902 4.282 2.25 2.45 57 -40'2 542 4.5 
W.C. (mil.) ‘53—$27.4 
W.C. (mil.) ‘54—$28.9 


| BEECHNUT PACKING.. n.a. n.a. _ dade 49 44 2.42 2.20 1.50 1.20 357-28 29 4.1 
| W.C. (mil.) ‘53—$28.1 
W.C. (mil.) ‘54—$28.9 


BEST FOODS .............. n.a. n.a. ices ee 79 .83 2.80 3.29 3.00 3.00 56'2-30'2 56'2 53 
W.C. (mil.) ‘53—$23.5 
W.C. (mil.) ‘54—$24.2 


BORDEN CO. ............. 187.5 187.8 sine 1.9 n.a, 77 4.71 4.82 2.806 2.80 7412-52" 65 4.3 
W.C. (mil.) ‘53—$119.5 
W.C. (mli.) ‘54—$119.4 


CALIFORNIA PACKG. n.a. n.a. ss wen n.a. n.a. 3.472 4.612 1.50 1.506 4114-22 40 3.8 
W.C. (mil.) ‘53—$71.7 
W.C. (mil.) ‘54—$94.4 





CAMPBELL SOUP CO. n.a. n.a. ‘ne ane n.a, n.a. 2.13 2.36 37 2 1.50 4414-3814 40 3.8 
W.C. (mil.) ‘53—n.a. 
W.C. (mil.) ‘54—$127.2 


| CLINTON FOODS ...... 31.7 n.a. 1.9 we 46 .60 4.01 3.09 1.20 1.75 4512-24 39 4.5 
W.C. (mil.) ‘53—$22.9 
W.C. (mil.) ‘54—$23.7 


CONSOL. FOODS .... 172.74 151.64 1.64 1.14 1.964 1.174 1.88 2.22 1.00 1.00 1858-1234 16 6.3 
| W.C. (mil.) ‘53—$35.8 
| W.C. (mil.) ‘54—$36.7 
| 


CONTINENTAL BKG... 49.8 54.1 2.2 2.6 74 99 3.96 4.01 1.65 1.80 3914-2034 38'2 4.7 
W.C. (mil.) ‘53—$13.1 

W.C. (mil.) ‘54—$13.3 

| CORN PRODUCTSREF. 46.6 52.4 7.9 7.2 41 .40 1.81 1.75 1.28 1.33 3034-2334 282 4.7 
W.C. (mil.) ‘53—$33.5 

W.C. (mil.) ‘54—$32.1 

CREAM OF WHEAT.... n.a. n.a. ae aes 48 53 1.89 2.08 1.85 1.85 3258-26% 31'2 59 
W.C. (mil.) ‘53—$4.4 

W.C. (mil.) ‘54—$4.6 


GENERAL BAKING .... n.a. n.a. diva pins 13 WW 98 1.00 .60 60 1158- 9% 10% 85.7 
W.C. (mil.) ‘53—$7.1 
W.C. (mil.) ‘54—$9.2 


GENERAL FOODS .... 555.55 604.15 3.15 3.95 2.90° 4.025 4.66" 5.298 2.75 3.00 8612-5652 8312 3.6 
W.C. (mil.) ‘53—$174.6 
W.C. (mil,) ‘54—$177.5 


“1 


GENERAL MILLS........ 251.87 263.77 92.17 
W.C. (mil.) ‘53—$63.3 
W.C. (mil.) ‘54—$68.3 


2.1 2.187 2.267 4.68 4.50 2.50 2.75 7834-604 77 3.6 


ere ee n.a. n.a. si noes n.a. n.a. 3.09 3.12 1.80 1.80 5212-3134 49 3.7 
W.C. (mil.) ‘53—$74.4 
W.C. (mil.) ‘54—$74.7 


LIB. McNEIL & LIB..... n.a. n.a. — eins n.a. n.a. 1.69 1.158 .60 75 23 - 87% 19% 3.1 
W.C. (mil.) ‘53—$50.4 
W.C. (mil.) ‘54—$46.8 


NATIONAL BISCUIT.... 88.7 94.2 5.2 4.2 -66 56 3.19 3.88 2.00 2.00 457-3614 41% 4.8 
| W.C, (mil.) ‘53—$51.3 
W.C. (mil.) ‘54—$53.8 
| NAT. DAIRY PROD..... 299.2 301.9 2.4 2.8 56 .63 2.32 2.77 1.55 1.60 4434-31'% 42 3.8 
W.C. (mil.) ‘53—$180.3 
W.C. (mil.) ‘54—$166.7 
| W.C.—Working Capital. 2—Year ended February 28. 5—Plus stock. 
n.a.—Not available. 3—Year ended March 31. 7—6 months ended 11/30/1953 and 1954. 
d—Deficit. 4-36 weeks ended March 5. 8—Year ended May 31. 

1] k ded April 23. 5-9 th ded 12/3/1953 d 1954. a 
| 6 weeks ended Apri months ende /3/ an (Please turn to page 533) 
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dates. The company plans to grow now mainly 
through diversification into grocery lines other than 
biscuits and crackers. 

The Borden Company, in another branch of the 
food field, has an equally enviable record, also pay- 
ing some dividend in every year since 1899. Capital 
expenditure budget for 1955 is about $14 million. 
With an unexpended authorization of about $4.3 
million from prior years, $18.3 million will be 
available to modernize, replace or expand plants and 
equipment of this second largest processor of dairy 
products. This company has planned—and is plan- 
ning—for favorable economic conditions. Through 
reinvestment of substantial amounts of earnings 
over many years it has strengthened and expanded. 
Acquisition of new and successful operating units, 
modernization, development of a more integrated 
organization and steady improvement in efficiency 
—these are a few of the factors that have made 
Borden a standout. Borden is one of the chief bene- 
ficiaries of the trend toward instant coffee and non- 
fat dry milk. The company also has moved beyond 
the food field into chemicals, producing such things 
as adhesives, resins and industrial chemicals. 


Strength in Diversity 


This quest for diversity by Borden typifies the 
leaders of the industry. National Dairy Products, 
kingpin of the industry, long has sought a sizable 
stake in the chemical field and, indeed, was inter- 
ested a few years ago in acquiring Schering Corp., 
but was outbid. 

There is no firmer believer in diversity than 
Harry A. Bullis, chairman of the board of General 
Mills, Inc., who reasons: “The pyramid stands, the 
obelisk falls.” He has carried over this philosophy 
into the operations of the old-line milling firm. As 
for results, the jury is still out. General Mills has 
reached out (and drawn back, too) into fields far 
beyond its traditional lines. Yet Mr. Bullis admits 
the company today is “more than ever in the food 
business.” 

To get a better idea of the diversity of this com- 
pany, attention is called to the fact that in 1937-38 
flour comprised 74% of its total dollar sales, while 
last year it was only about 50%. Formula feeds 
have remained at 17%, but package foods have gone 
to 20% from 9%. Thus, the company coped with the 
trend toward greater variety in the American diet. 
But the remaining 13% of present dollar volume 
was in operations in which General Mills was not 
engaged 15 years ago. 

One of its new businesses is a mechanical products 
division, which makes precision equipment for the 
military. The division disposed of the home-appliance 
business last year. To develop that business further 
would have required a greater investment than its 
future prospects appeared to justify. General Mills 
also has a division that produces sponges and an- 
other unit that turns out chemicals. 

A study of the record to date provides no evidence 
that this diversification trend has bolstered impor- 
tantly the small net per dollar of revenue. In all its 
history, the company never has been able to bring 
down to net as much as 5 cents per dollar of sales 
with the exception of 1939, when it was 5.3. This 
figure was as little as 2 cents in 1944 and as recently 
as 1952. In 1953, it was only 2.4 cents and in the 
latest year it was off to 2.3 cents. Of course, it may 


very well be that but for the taking on of non-food 
lines the situation would have been worse. 

While the dearth of business drove railroad- 
equipment manufacturers to seek greener fields, the 
spur in the food field stems from the small net per 
sales dollar. Of the General Mills sales dollar last 
year, 80.5 cents went for raw materials and services, 
13.5 cents to employes, 3 cents for taxes, .70 cent for 
wear and tear, and .90 cent for future development. 
Thus, stockholders took out of the business exactly 
1.4 cents for each dollar of business grossed. A foot- 
note: Despite the thin margin on which it operates, 
General Mills has paid dividends every year. 


Profits Through Promotion 


General Foods Corp., a topnotch company, not 
only in the food field but alongside any business en- 
tity, believes the trick of operating successfully is to 
put heavy promotion behind products which have a 
broad horizon, such as convenience-food items. These 
products, whose potentials are deemed unlimited by 
G. F., include its soluble coffee, instant desserts and 
ready-to-serve frozen foods. At the same time, the 
company tries to increase sales and strengthen the 
position of “foundation” products. G.F. pushes its 
search for new products through its own labs and 
also keeps its eye peeled for likely-looking products 
that can be acquired from others. The company real- 
izes too that some of its items, such as baking pow- 
der and tapioca, have reached “maturity” and that 
possibilities of increasing sales and profits here are 
limited. When the company feels an item is not 
bringing a satisfactory return for the time and 
effort required, it divests itself of that product. 
Products dropped include shrimp, oysters, salt and 
condiments. 

Current abnormal conditions in the coffee indus- 
try provide a thorny problem to companies such as 
G. F. As its last fiscal year began, threat of severe 
shortages of green coffee beans in producing lands 
kept bean prices high and there was no dependable 
way of predicting how high they might rise before 
receding. To minimize inventory losses by its Max- 
well House division, the company bought on a hand- 
to-mouth level. The company came out of the situa- 
tion virtually unscathed, while a number of com- 
petitors was scalded by hot coffee. 


Problems of Canners 


Canners, like other food processors, constantly are 
coping with the narrow margin in operating profits. 
Giant California Packing Corp., like others in that 
field, finds large crops produce a surplus of some 
items, resulting in lower selling prices. Other items 
may be affected by the weather. Also, in order to 
protect its position in a highly competitive market, 
CalPack must step up advertising and promotion 
budgets. To realize freight savings, a towering item 
throughout the food field, CalPack plans to produce 
catsup and other tomato products at newly-acquired 
facilities in the East, which will handle the vast 
market in that part of the country. 

Canners and other processors have learned from 
experience that profit-margin stability is not a 
feature of the food field. A counter-balancing feature 
is the essential nature of their service in a prosper- 
ous land where the population is soaring. Their 
growth in the decade (Please turn to page 556) 
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d. Statistics on Leading Food Processors—(Continued) 
he ; . aleilinclaesiialbaniaeaiaiancteadbatiasinadaigniaiiiasian neem ii ae tapinieatietidaiinaiisabiideaiaiamaiias 
er —_—_—_—_—————_ Ist Quarter ———_—______ Full Year ——————————_ 
st Net Sales Net Profit Margin Dividend Per Share Price 
é 1954 1955 1954 1955 Net Per Share Earned Per Share Indicated Range Recent Div. 
es —(Millions)—— % % 1954 1955 1953 1954 1954 1955 1954- 1955 Price Yield 
or $$ ——_______—_—— —— ——- 
it PENICK & FORD ......... 12.4 n.a. 6.0 ‘aie 1.01 1.16 2.94 4.47 2.50 2. 50 54%4-35 51”z 49 
ly W.C. (mil.) ‘53—$10.2 
rd W.C. (mil.) ‘54—$10.5 
) = — ee = aniine _ on an a — —— 
1g, i eee 44.5 41.3 Bf coe 57 18d 5.62 5.04 2.00 2. 00 732-46 60 3.3% 
4 W.C. (mil.) ‘53—$18.7 
W.C. (mil.) ‘54—$19.2 
PILLSBURY MILLS ...... n.a. n.a, fone ewe n.a. n.a. 4.198 4.938 2.00 2.00 594-35 52% 3.8 
W.C. (mil.) ‘53—$42.2 
t W.C. (mil.) ‘54—$42.8 
0 a ee a sianctibaaeliitii 
n- STANDARD BRANDS.. 110.9 99.7 2.9 2.5 96 71 2.90 3.02 2.15 2.15 40%-28% 40 5.4 
t W.C. (mil.) ‘53—$87.1 
: W.C. (mil.) ‘54—$87.3 
3e STOKELY-VAN CAMP 54.87 61.67 2.57 2. 21 947 947 2.038 2.128 70 1.00 19%-12 18 5.6 
ws W.C. (mil.) ‘53—$30.9 
d W.C. (mil.) ‘54—$31.6 
1e SUNSHINE BISCUITS n.a. n.a, poo rom 1.33 1.38 5.89 5.88 4.00 4.00 8612-71% 80 5.0 
1e W.C. (mil.) ‘53—$25.1 
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W.C. (mil.) ‘54—$27.1 





UNITED BISCUIT ...... 29.5 31.1 1.6 2.4 .40 
W.C. (mil.) ‘53—$14.6 
W.C. (mil.) ‘54—$11.0 














68 3.96 1.45 1.50 1.00 40 -25% 30 3.3 





WARD BAKING ........ n.a. n.a. 7 ine pao 29 
W.C. (mil.) ‘53—$9.3 
W.C. (mil.) ‘54—$9.6 


.03 3.12 1.54 1.80 1.00 27%-16% 17% 5.7 








W.C.—Working Capital. 
n.a.—Not available. 

d—Deficit. 

1—16 weeks ended April 23. 


2—Year ended February 28. 

8—Year ended March 31. 

4—36 weeks ended March 5. 

5—9 months ended 12/3/1953 and 1954. 


6—Plus stock. 
7—6 months ended 11/30/1953 and 1954. 
8—Year ended May 31. 





American Bakeries: Rising earnings trend makes $2 dividend appear safe. 
Company should benefit over long term from merger with Purity Bak- 
eries. 


Beatrice Foods: One of big four in dairy field, its growth in postwar decade 
has been particularly rapid. Pursues policy of close inventory control and 
has strong finances. Dividend record is outstanding. A1* 


Beech-Nut Packing: Sharp changes in green coffee market hurtful. Spending 
increased to help baby foods ay Soutns gum. Dividend was cut last 
year. Earnings downturn continues. 


Best Foods: Strong balance sheet position and a record of some dividend in 
each year since 1927. Highly diversified line includes number of non-food 
items sold by grocers. B 


Borden Co.: Aggressive management, highly diversified, it is rounding out 
57 years of an unbroken dividend record. Should eclipse 1954 showing, 
best in its history. A1* 


California Packing: Aided by special credit, earnings rose. Dividend payout 
is ¥ for this top packer of fruit and vegetables. Sales at all-time 
peak. B1* 


Campbell Soup: Came into partial public ownership in November through 
sale of 13% of capital stock. This 85-year-old company is embarked on 
expansion aimed at $500 million annual sales by 1960, a 50% jump from 
fiscal 1954. Does over half of canned soup business in country. B2 
Clinton Foods: Sold off last year its Snow Crop frozen food division to 
Minute Maid. Company continues in corn-refining business, a consistent 
money-maker. C 


Consolidated Foods: Leading wholesale grocer has sustained decline in 
sales and earnings. Part of decline in net due to difference in profit realized 
last year from sale of certain capital assets. D 


Continental Baking: Sales, net and profit margin tend higher for this leader 
of its field. Recent small dividend boost still leaves plenty of room for im- 
provement. C 


Corn Products Refining: Old-line company, dominant in wet-process corning- 
milling field and diversified, including non-food line. Recently split stock 
and raised dividend. A2 


Cream of Wheat: Small but important cereal producer has sustained earn- 
ings trend and long-time dividend record. B2 


General Baking: Policy is to pay 60 cents yearly and consider an extra at 
year end. New rye holds promise. Company seeking a merger. 


General Foods: Dynamic promotion and merchandising resulted in steady 
growth for this top-grade company. Stock split in near future is likely. A1* 


General Mills: Giant flour miller, diversified into non-food lines. Record of 
sustained earnings and dividends. A2 


Heinz, H. J. Co.: Produces broad line of food products, promotes aggres- 
sively. Has earnings stability and outstanding dividend record. B 


Libby, McNeill & Libby: Sales and net profit for the fiscal year just ended 
should show substantial rise from prior year. Working capital ratio is 
excellent. Proxy fight shaping up; a merger has been rumored. C 


National Biscuit: Top maker of cookies and crackers expanding and modern- 
izing. Always makes money and pays liberal dividends. Now promoting 
new line of products. Al* 


National Dairy Products: First-ranking dairy producer, improving sales, 
profit margin and net. Seeks diversification, especially in chemicals. A1* 


Penick & Ford: Producer of ‘‘household name” products achieving steady 
gains in sales and net. Costs of plant improvement handled through re- 
tained earnings. Corn refining still biggest item, but new line of instant 
puddings growing in importance. B2 


Pet Milk: Net per dollar of sales over past four years has averaged little 
more than 1.5 cents. Decline in dollar volume due largely to lower selling 
prices. ae over first-quarter showing. Paid some dividend in every 
year since 1922. 


Pillsbury Mills: This second largest of the flour millers bettering profit 
margin through prepared food mixes. Paid $2 annually since 1947 and 
some dividend since 1924. 


Standard Brands: Falling coffee prices caused sales slide in first quarter. 
Better results believed attained in second period. 


eer: -Van Camp: Savings resulting from consolidation of new units 
should be reflected in future. Strengthening position, improving sales and 
prospects are promising. C! 


Sunshine Biscuits: Like Nabisco, always makes money. Earnings this year 
slightly better than 1954 period. Any sharp rise in earnings probably would 
be accompanied by dividend boost and stock split. A2 


United Biscuit: Net skidded last year, due largely to ‘break-in’ expenses 
of new plants and there is no immediate prospect of restoring old rate. C 


Ward Baking: Earnings sharply lower and sales progress unsatisfactory 
despite help of boomtime economy. Second quarter should be better than 
initial three months, reflecting benefits from stepped-up promotion. Declining 
per-capita consumption of bread hurts. Slashed dividend this year and even 
that’s in jeopardy. D 





RATING: A: High-grade investment quay. B: Good grade. C: Speculative but improving. D: Unattractive. 





1 Above-average appreci P 
market price. 


at current market levels. 2Retain for long-term investment. * Most attractive of group based on current 
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REALITIES IN 


TOBACCO OUTLOOK 


By WADE JOHNSON 


66. 

Wir all those stories in the papers about lung 
cancer and cigarettes, I suppose you’re giving up 
smoking.” The retort is: “No, I’ve given up reading 
the papers.” 

This gay bit is being told around the country, but 
it has evoked no laughs from makers of cigarettes 
and other tobacco products, who can find no mirth 
in a situation that has caused 1.5 million Americans 
to stop smoking cigarettes in the past 18 months. 
While this estimate, made by the United States Pub- 
lic Health Service, gives no reason for the drop-off 
in number of smokers, everybody but the fellow 
who stopped reading the papers knows that medical 
societies and a number of research workers have 
yanked the butts out of a lot of mouths and cigarette 
stocks out of plenty of portfolios. 

The Health Service, whose estimates are based on 
a “representative sample” of 40,000 persons, also 
finds that 38 million persons—more than a third of 
them womenfolk—continue to puff the weed. Taking 
account of human frailties where smoking is con- 
cerned, the survey concedes that “‘some of those who 
quit smoking recently may start again at some future 
date.” Surveyors may have had in mind the United 
Kingdom, whose big cancer scare of a few years ago 
now has run its course. 

Manufacturers produced and shipped 6% fewer 
smokes in April than they did in April, 1954. The 
dip was the first this year, shipments showing gains 
in January, February and March. For the first 
quarter of this year, shipments ran 5.5% ahead of 
the initial three months of 1954, while production 
was up by 4.5%. Manufacturers said the factor 
accounting for the decline in April was one less day 
of shipment and production. They predicted the 
April decline would be offset in May, which has one 
additonal working day compared with May, 1954. 

The trade isn’t just taking a buffeting— it is fight- 
ing back, with a vast research program aimed at 
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learning the medical facts; seeking, meanwhile, to 





show that surveys up to now have not proven cause- 
and-effect relationship nor taken into account other 
factors in present-day living that may influence 
death rates; and by a stepped-up program of adver- 
tising and promotion. Tobacco men have been under 
attack before and emerged stronger than ever. Our 
senior citizens may recall that in 1915 cigarettes 
were in such disfavor that nine states actually pro- 
hibited their sale or use. In 1920, a gal ran for 
President on an anti-tobacco platform and raised 
quite a fuss. Not long after, a “children’s army” was 
organized to go around our towns and snatch butts 
from people’s mouths. 

Cigarette-makers, individually, are going all-out 
with new packages, new and larger products, and 
filter tips to win over the public. While people may 
not give up the habit of smoking, they are changing 
their brand of smokes as never before. With con- 
sumers switching brand preference like investors 
changing stock portfolios in a rotating market, it 
stands to reason that some will get help and others 
will get hurt. 


Problem Turned to Profit 


An outstanding example of a company turning a 
prime problem into a prize opportunity is offered by 
Philip Morris. On July 15, 1954, Philip Morris went 
into production of a new cardbox for its Marlboro 
filter cigarettes, first major packaging change in the 
industry since the soft cup paper package was intro- 
duced in 1908, A year has passed and Philip Morris 
must allocate shipments to dealers because the de- 
mand has been so great. Many retailers either are 
out of the product or have only enough to sell single 
packs. 

Another striking example of problem turned to 
profit is provided by British-owned Brown & Wil- 
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liamson, in which investors can’t share. That com- 
pany had a tremendous upsurge as people rushed to 
buy its king-size filter-tip Viceroy. As recently as 
1952, Viceroy wasn’t even among the top 20 brands. 
It now claims seventh spot. 

Filter tips today account for more than 20% of 
the total cigarette market compared with less than 
2% in 1952. King-size smokes continue to make 
gains, also. Most filters are also king size, but the 
biggest-selling king, American Tobacco’s Pall Mall, 
has passed Chesterfield, made by Liggett & Myers. 
Only R. J. Reynolds’ Camel and American Tobacco’s 
Lucky Strike outsell Pall Mall. Thus, American has 
two of the three top sellers. Pall Mall, incidentally, 
has paced the growth of the straight kings to an 
estimated 27% of the total market. It appears to be 
only a matter of months until conventional cigarettes 
will account for less than half of total sales. 

Amid the turmoil, the industry moved this spring 
to boost the price of kings. Tobacco companies upped 
the price 40 cents a thousand, citing higher produc- 
tion costs due to the greater length and increased 
quantity of tobacco in these smokes. The public took 
in stride this rise of a penny at retail in the cost of 
a pack of cigarettes. 

Optimism of the industry for the long term is 
illustrated by their plant outlays. American Tobacco 
and Philip Morris have opened new plants in the 
past year, while P. Lorillard is building a new fac- 
tory at Greensboro, N. C. Liggett & Myers recently 
bought 3,000 acres with a view to expanding. 

Tobacco men are expanding their promotional 
activities too. R. J. Reynolds’ national advertising 
expenditures last year reached $16.7 million, up 11% 
from 1952. American Tobacco’s 1954 figure rose to 
$15.9 million, up 16% from 1952. Philip Morris has 
worked out a deal with a nationally-known hatter, 
whereby the hatter puts Philip Morris in the win- 
dows of its stores and Philip Morris puts the hat on 
the man in its ads. L. & M. and Lorillard also have 
stepped up their drives. 


Stocks Up From Year Ago 


Tobacco dealers and manufacturers held leaf to- 
bacco inventories totaling 4,818,000,000 pounds as of 
April 1, a rise of 279 million pounds from a year 
earlier. Larger stocks of the flue-cured and Burley 
types accounted for most of this increase. Burley is 
a light, air-cured leaf that serves as a blender in 
cigarettes, providing the subtle difference in taste 
that distinguishes American from foreign smokes. 
Burley makes up nearly 25% of the domestic tobacco 
harvest. It’s Kentucky’s biggest money crop, pro- 
viding over half of that state’s farm income. Seven 
other states grow Burley. The Government supports 
Burley prices. 

During the July 1954-June 1955 marketing year, 
the disappearance of flue-cured likely totaled a little 
more than in 1953-1954 because of increased exports. 
For Burley, disappearance in October 1954-Septem- 
ber 1955-is expected to total slightly more than in 
the preceding year. Exports account for over 35% 
of flue-cured disappearance and about 7% of Burley. 
Domestic use of both kinds (mainly in cigarettes) 
is expected to be about the same as in 1953-1954. 
The 1954-55 supplies of flue-cured and burley exceed 
1953-54 by 3% and 8%, respectively, and carryovers 
at the outlet of 1955-56 were at record highs. 
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Acreage allotments have been cut sharply for Burley 
and smaller crops are expected this year. 

Ezra Taft Benson, Secretary of Agriculture, on 
July 1 proclaimed marketing quotas for the 1956 
flue-cured tobacco crop aimed at cutting acreage of 
the cigarette leaf by 12% below this year. Quotas 
set by Mr. Benson will result in acreage allotments 
of about 889,000 acres, against 1,007,100 acres for 
this year. Marketing quotas for next year were fixed 
at 1,1380,000,060 pounds, down from 1,270,000,000 
pounds this year. But the quota figure does not mean 
much—it is simply the amount of tobacco that would 
be produced on the allotted acreage with average 
yields. Farmers may market all the tobacco they 
produce on the allotted land. 

Results are awaited from the flue-cured farmers’ 
poll, held July 23, in which they had three choices— 
commit themselves to quotas for the next three years, 
for July 1956 or turn down quotas for next year. 
Two-thirds of the growers must approve the quotas 
before they can be effective. Approval of these con- 
trols would assure farmers who stay within their 
acreage allotments of price supports at 90% of 
parity. If quotas are turned down, there will be no 
controls, at all, on next year’s crop nor any price 
props. 

The opportunity to acquire tobacco at cheap prices 
is pretty much precluded owing to the Government’s 
system of price supports along with acreage and 
marketing controls. 


Assaying the Outlook 


Shipments by manufacturers in 1953 slipped 2% 
from 1952’s record high of 394 billion. The drop 
gathered momentum in late 1953, when medical men 
began publicizing a statistical relationship between 
smoking and lung cancer. Shipments in 1954 totaled 
368 billion, down 7% from the record set in 1952. 
The tide began to turn early this year and probably 
will carry the total slightly above the 1954 figure. 

Since many new brands, especially filter tips, are 
being introduced, attendant promotional costs often 
are narrowing profit margins. But filters are provid- 
ing at least a partial answer to current health con- 
troversy and their gains are astronomical, doubtless 
winning back many who had stopped smoking. 
Although many previous health wrangles have 
proved charges unfounded, the present one may be 
expected to continue until research comes up with a 
definite answer. Evidence to date has been purely 
circumstantial and it seems just as likely that a 
remedy will be found as that these adverse circum- 
stantial findings will be substantiated. 

Although the growth of the cigarette industry 
obviously has been impaired, current evidence points 
to the probability that the pattern in the United 
States might well follow that of the United Kingdom, 
where smoking rose to new high levels after a similar 
health scare. 

For stocks of top companies in this industry which 
have not participated in the present bull market, and 
have a record of paying some dividend in every year 
going back as far as the turn of the century price 
risks, at present levels, would appear moderate and 
market prospects about average. Yields, ranging 
above 79%, compensate for the risks. Let us examine 
briefly two representative companies : 
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American Tobacco 


This 50-year-old kingpin of the tobacco industry 
is in the enviable position of having two of the three 
biggest-selling cigarettes, Lucky Strike and Pall 
Mall. Despite keen competition in all three branches 
of the market—standard, king and filter—American 
Tobacco improved its position in each field during 
the past year. The company’s percentage of the 1954 
domestic cigarette market was estimated at 33.6%, 
against 32.7% for 1953. This was the third succes- 


sive year in which an advance was scored. Pall Mal] 
and Herbert Tareyton continued to account for well 
over half of all king sales. Growth of Pall Mall con. 
tinued outstanding, with a volume increase greater 
than that of all competitive king brands combined. 
Pall Mall now is the third largest selling brand, hay. 
ing passed Chesterfield. With the trend toward kings, 
many in the trade believe Pall Mall is headed for the 
top of the market. Lucky Strike sales have shown a 
much smaller rate of decrease than competitive 
standard-size smokes. (Please turn to page 561) 














Position of Leading 


Tobacco Companies 

















W.C. (mil.) ‘53—$23.9 
W.C. (mil.) ‘54—$23.3 


Ist Quarter Full Year 
Net Sales Net Profit Margin Net Per Share Earned Per Share Dividend Per Share Recent Div. 

1954 1955 1954 1955 1954 1955 1953 1954 Indicated Price Range Price —‘Yield 

—Millions\—— % ~ 1954 1955 1954-55 
AMERICAN SNUFF ...... n.a. n.a. = _ $106 $1.15 $3.15 $352 $240 $2.40 45%-36 44% 5.4% 
W.C. (mil.) ‘53—$15.1 
W.C. (mil.) ‘54—$15.4 ; : 
AMERICAN TOBACCO.. $247.3 $248.7 3.6% 3.7% 1.26 1.31 5.90 6.12 4.40 440 73 -55 68 6.5 
W.C. (mil.) ‘53—$548.3 ; 
W.C. (mil.) ‘54—$550.4 
BAYUK CIGARS ............ 6.8 7.1 1.6 2.0 14 18 1.02 1.03 .60 60 17%- 92 17 3.5 





CONSOL. CIGAR ........ 13.5 146 2.5 2.8 77 
W.C. (mil.) ‘53—$25.9 
W.C. (mil.) ‘54—$26.5 


97 4.78 4.35 1.201 1.20 34%-20% 33% 3.6 





GENERAL CIGAR 








W.C, (mil.) ‘53—$13.9 
W.C. (mil.) ‘54—$13.8 


sasies 6.9 74 2.4 3.0 17 28 2.45 2.12 1.00 1.00 30%-17% 30% 3.3 
W.C. (mil.) ‘53—$29.5 
W.C. (mil.) ‘54—$29.0 - 
Pe Te RS ccsscscscscss n.a. n.a. - _ 52 43 1.61 1.72 1.60 1.60 25 -21% 23% 6.7 





LIGGETT & MYERS ......... n.a, n.a. a - 1.26 
W.C. (mil.) ‘53—$333.4 
W.C. (mil.) ‘54—$330.1 


1.16 5.50 5.30 5.00 5.00 70%-56 64% 7.7 





LORILLARD (P.) ............ 56.3 57.2 3.4 2.2 63 
W.C. (mil.) ‘53—$111.2 
W.C. (mil.) ‘54—$108.8 


39 2.28 1.98 1.60 1.20 26%-21% 21% 5.5 





PHILIP MORRIS ............ 678 574 35 32 73 
W.C. (mil.) ‘53—$134.9 
W.C. (mil.) ‘54—$140.4 


REYNOLDS TOB. “BY... ono. na. — “a 91 
W.C. (mil.) ‘53—-$420.6 
W.C. (mil.) ‘54—$429.1 





55 3.90 2.85 3.00 3.00 44%-34% 40% 7.4 





1.07 3.12 4.19 2.40 2.80 4634-335 43% 5.5 





U. $. TOBACCO ..........., 7.4 68 7.2 9.2 27 
W.C. (mil.) ‘53—$24.6 
W.C. (mil.) ‘54—$24.2 


32 1.32 1.26 1.20 1.20 19%-16% 19% . 6.2 





W.C.—Working Capital. 
n.a.—Not available. 


1—Plus stock. 





American Snuff: Sales and earnings uptrend continued, helped by rises in 
sales of snuff and chewing tobacco. Dividend record outstanding, with 
payments in every year since 1903. B2 

American Tobacco: Kingpin of the industry, has unexcelled record of 
dividends and earnings. Prospects good for increase in 85 cents quarterly 
rate, which is supplemented by $1 extra each year, as company benefits 
from higher prices. B1* 

Bayuk Cigar: Sales and earnings gaining, indicating retention of the 
current dividend rate for this topnotch maker. C 

Consol. Cigar: Sales, net and profit margin improving. Selling debentures 
to prepay long-term debt and short-term bank loans (in part), with 
balance to be used to add inventories of leaf tobacco. Company has 
ebout 11% of cigar market. C 

General Cigar: Sales and net up sharply in first quarter, reversing down- 
trend. Continuance of uptrend could mean a yearend extra. Has un- 
broken record of dividend payments going back to 1909. C 

Helme (G.W.): Third largest maker of snuff, nearly 200 years in business. 
Began year with over in current assets for every dollar of current 
liabilities, no bank loans or bonded debt. Sales and net rising. Dividend 
record excellent and liberal. B= 








Liggett & Myers: Decline in net continues, but gains scored by its filter-tip 
cigarette plus strong finances point to maintenance of yearend extra. The 
$5 annual payout dates back to 1948. B2 


Lorillard: Small gain in sales this year, with somewhat lower net and 
= margin. Concentrating on filter tips. Dividend rate cut. Company 
- consistently paid out 74% of earnings and is expected to keep that 
policy. 


Philip Morris: Change to a multi-brand company should boost earnings. 
Its new Marlboro pack has had substantial success. Yield is better than 
7% and dividend for 1955 should be earned as benefits from new products 
accrue. Finances are strong. B 


Reynolds: 1954 net was highest in history and gains carried over into 
1955. Dividends jumped last year and again this year by this topnotch 
company, whose Camel leads the field. B'* 


U. S. Tobacco: Sales lower, but better profit margin enabled firm to boost 
net. Has liberal dividend policy and splendid earnings record. Leader in 
snuff field and denicotinized products. Strong finances indicate retention 
of dividend despite this cover. C 





*—Most attractive of group based on current market price. 


RATING: A — High-grade investment quality. B— Good grade. C — Speculative but improving. D — Unattractive. 
1—Above-average appreciation potential at current market levels. 





2—Retain for long-term investment. 
———— oe 
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BEVERAGE 
MAKERS 


Thirst For More Profit 


‘é 

a in English and “bibo” in Latin 
mean the same thing—a drink. And “a drink” in any 
language means something both pleasing and re- 
freshing. To millions of individuals of all ages— 
from the pre-school toddler set, through the ranks 
of the teen-agers and on up to and including the 
much older folks, “a drink” suggests the colas, the 
perennial favorites, ginger ale, and the many other 
varieties of carbonated beverages. These are the 
“soft drinks”, some of which, together with “club 
soda” or “sparkling water”, and “quinine water”— 
products of many of the soft drink manufacturers 
—millions of “hard drink” imbibers regard as com- 
patible mixers with gin, brandy or whisky, products 
of the distillers. The latter compose another segment 
of the beverage industry, which with the brewers of 
beer and ale, have nothing in common one with the 
other except the necessity to meet fierce competi- 
tion in their respective fields. 





1. Soft Drink Industry 


From more or less a purely local business a 
couple of generations ago, production and distribu- 
tion of “soft drinks” has developed into an industry 
operating on a national scale while at the same time, 
leading producers have extended operations, largely 
through licensed bottlers, into Canada, Latin Amer- 
lea, and a number of overseas countries. Here, at 
home, the industry has grown at a remarkably rapid 
rate, the per capita consumption of carbonated bev- 
erages rising from 100.1 bottles in 1940, to a record 
high in 1953 of 177.5 bottles, dipping to 174.6 bot- 
tles in 1954. The decline in per capita consumption 
of 2.9 bottles last year from the 1953 figure does 
not necessarily forewarn of a reversal of the up- 
trend in soft drink sales any more than did the drop 
from 164.4 bottles per capita consumption in 1948 
to 162 bottles in 1949, and the further decline in 
1950 when per capita consumption fell to 158 bottles. 


| JULY 23, 1955 





by JOHN D. C. WELDON 


Such fluctuations are to be expected inasmuch as 
the total volume of business in any one year is apt 
to be affected by unseasonally cold weather in some 
regions during the normally peak-sales summer sea- 
son, and a reduction of industry payrolls such as 
took place in the early months of 1954. Giving sup- 
port to the expectation that consumption should con- 
tinue to rise, providing the nation’s economy holds 
at or close to the present level, is the growing popu- 
lation, including adults showing an increasing tend- 
ency toward favoring “soft drinks” as a beverage 
and the extraordinary rise in the youth population, 
the biggest patrons of the industry, which by 1960 
will, it is estimated, number about 62 million, of 
which about 45 per cent, or 28 million will be in the 
five to 17 years age bracket. At this rate of in- 
crease, the soft drink manufacturer will have gained 
a total of approximately 20 million new customers 
for their products in the two decades, beginning 
with 1941, 
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Growth in population is only one factor contrib- 
uting to the expanding soft drink industry. Another 
important contributor to increased volume has been 
the changing buying habits of the nation, influenced 
by television viewing, more leisure time, and the 
rapid development of supermarkets, the latter be- 
coming an important retail outlet for soft drinks in 
quart, 12-ounce and 6-ounce bottles, and in con- 
venient 6-pack cartons of the smaller size bottles. 
The supermarkets, as well as other types of food 
stores, have found soft drink sales adding substan- 
tially to their total volume of business. Consequently, 
practically all are giving these products prominent 
display on shelves or elsewhere in the premises, in 
such manner as to appeal to the customers’ eye and 
palate, encouraging sales in what has become the 
great take-home market which accounts for close to 
two-thirds of sales of soft drinks in this country. 
This is in contrast to the time only a decade or so 
ago when soda fountains, road-side stands and ball 
parks, all seasonal outlets, accounted for the greater 
portion of soft drink sales. 


Increasing Soft Drink Markets 


The growth of the supermarket as well as other 
stores as retail outlets has not only increased sales 
for the soft drink manufacturers but have done 
much to raise year-round demand, thus changing, to 
a considerable extent, the cyclical nature which char- 
acterized the business for so many years. Aiding in 
this change have been the development of new out- 
lets through machines vending drinks in bottles or 
paper cups installed at gasoline filling stations, rail- 
road and subway station platforms, and at other 
points where the public gather, as well as at vantage 
points to serve workers in factories and industrial 
plants. 

So far as sales trend goes, there is cause for 
optimism among the soft drink producers, but this 
attitude is tempered somewhat by the stiff competi- 
tion taking place among the leaders in the industry 
for a greater share of the national market, a situa- 
tion aggravated by the necessity of combating the 
smaller, regional manufacturers whose number is 
legion. The extra promotional expenses entailed in 
the effort to maintain their competitive positions 
restrict profit margins although earnings should 
continue to improve as a result of the expansion of 
markets through a greater number of vending ma- 
chines in operation, addition of new bottlers under 
franchises, and strengthening of dealer organiza- 
tions. The introduction of dietetic or sugar-free bev- 
erages by several of the soft drink makers. promi- 
nent among which is Canada Dry, with its “Glamor” 
line of ginger ale, root beer, cola, and other sugar- 
free products, appealing to diabetics and weight- 
conscious consumers, should continue to find limited 
but profitable markets. 

To sum up, the outlook for the leading soft drink 
manufacturers, given seasonal weather in most of 
the populous areas, and with disposable personal in- 
come running at a record high, promises improved 
earnings this year over last. Current dividend rates 
not only appear secure but, in some cases, could be 
moderately increased. None of the soft drink issues 
can be regarded, however, as having dynamic growth 
possibilities, but the shares of the leading compa- 
nies in the industry may be retained for their cur- 
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rent dividend yield as well as for their speculative 
potentials over the long-range. 

CANADA DRY GINGER ALE, INC., is likely 
to show moderate improvement in net income for 
its fiscal year ending next September 30, over fiscal 
1954 in which it realized net earnings of $1.14 
share for the common stock. For the six months to 
last March 31, net income, aided by a reduction of 
a little more than $1 million in advertising, dis. 
tributing, general and other expenses, increased to 
$1,220,914 from $951,528 for the corresponding 
months of last year. This gain brought earnings for 
the common stock up to 58 cents a share, compared 
with 44 cents shown for the 1954 fiscal first half. 

Canada Dry, outstanding among the soft drink 
manufacturers for its diversification of products, 
has extended its line by introducing a variety of 
true-fruit flavor beverages in numerous markets 
last year, following the introduction of its “Glamor” 
dietetic or sugar-free beverages to appeal to dia- 
betics and weight-conscious consumers. Although it 
does not regard these products as posing a threat 
to refreshment beverages containing sugar, it is 
confident, considering the gratifying consumer ac- 
ceptance of these beverages in markets where they 
have been introduced, that continued exploitation 
of other markets for these products will prove highly 
profitable. At the same time, it is moving into the 
canned beverage field, inaugurating canning opera- 
tions at the Philadelphia, Chicago and Los Angeles 
plants, and has entered the rapidly growing vend- 
ing machine field. Further strengthening of Canada 
Dry’s already strong position in the carbonated hev- 
erage field is the steady expansion in the number of 
licensed Canada Dry bottlers, 18 being added last 
year to bring the total to 236, 165 of which are in 
the U. S., 18 in Canada, and 53 in other countries. 
As a logical counterpart to its carbonated beverage 
operations, including the production of ‘‘club soda” 
and “Quinac’’, a quinine water, Canada Dry has ex- 
clusive distribution rights to a number of prominent 
brands of imported and domestic wines and spirits, 
among which are “Johnnie Walker” Red and Black 
Label Scotch whiskies, ‘‘Power’s” Irish whiskey, 
“Fine Arts” a blend of straight domestic whiskies, 
“F.O.B.”’, a bonded bourbon, as well as a line of im- 
ported sherries and brandies, cordials and specialties. 

THE COCA-COLA COMPANY which achieved 
net sales in 1953 slightly in excess of a quarter of a 
billion dollars experienced a decline last year to 
$243.2 million, approximately $8 million under the 
previous year’s record high. Undoubtedly, competi- 
tion accounted in part for this drop, but of equal 
importance was the unseasonal weather in some |lo- 
cations throughout the company’s world-wide terri- 
tory in the normally peak months, to say nothing of 
the let-down in this nation’s economy during the 
better part of 1954. That year was not the first in 
Coca-Cola’s long history in which sales volume has 
fluctuated from one year to the next, although the 
recent dip ended a four-year continuous uptrend, 
starting with 1950 with net sales of $215.2 million. 
Earnings last year, as a result, figured out to $6.08 
a share for the capital stock, compared with $6.60 
for 1953, and $6.38 for 1952. 

The current year is likely to record a resumption 
of the trend of net sales to higher levels. Although 
first quarter figures do not disclose sales volume, net 
profit for that period (Please turn to page 560) 
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Statistical Data on Leading Soft Drink Companies 





















































eh —_ Ist Quarter___ 
Net Sales Net Profit Margin Dividend Per Share Price Div. 
(Millions) % Net Per Share Net Per Share Indicated Range Recent Yield 
1953 1954 1953 1954 1953 1954 1954 1955 1954 1955 1954-55 % 
CANADA DRY .......... $ 66.51 $ 67.31 3.5% 3.5% $ 1.151 $ 1.151 $ 452 $ 592 $ 60 $ .85 16%- 12% $16 5.3 
W.C. (mil.) ‘53—$15.0 
W.C. (enil.) "S4—$15.5 0 = —- iichetememnabieaeis 
COCA-COLA .............. 251.2 243.2 11.2 10.6 6.60 6.08 88 96 5.00 5.00 139 -107'4 135 3.7 
W.C. (mil.) ‘53—$89.2 
W.C. (mil.) ‘54—$94.700 pl aan AE cai ad - se a ae 
DR. PEPPER .............. 10.5 (N.A.) 6.2 _ 95 1.10 5 13 .60 .60 1534- 105% 1314 4.5 
W.C. (mil.) ‘53—$1.6 
W.C. (mil.) ‘54—$2.2 a fee _ wn 
HIRES (CHAS. E.) ...... 9.8 9.6 2.8 3.6 71 91 (d) .28° (d) .392 .60 60 12%- 9 7 35s 
W.C. (mil.) ‘53—$3.8 
W.C. (mil.) ‘54—-$4.0 , sg ae neal ia a ic pg 
at CORP. ............ 10.1 10.9 9.6 10.1 95 1.07 1S 17 70 70 15%- 11% 1412 4.8 
W.C. (mil.) ‘53—$4.0 
W.C. (mil.) ‘54—$4.2 a _ ee a a oe 
PEPSI-COLA ...........-- 66.1 742 82 8.3 95 1.07 10 20 90 90 23%4- 13's 2258 3.9 
W.C. (mil.) ‘53—$17.9 
W.C. (mil.) ‘54—$18.0 . _ — a ee - _ 
W.C.—Net Working Capital. 1—Fiscal year ended Sept. 30. 
(N.A.)—Not available. 2—6 months ended March 31. 
Statistical Data on Leading Distillers 
iaiiscnlaeniscedipaiac EEE eee —Ist Quarter 
Net Sales Net Profit Margin Dividend Per Share Price Div 
(Millions) % Net Per Share Net Per Share Indicated Range Recent Yield 
1953 1954 1953 1954 1953 1954 1954 1955 1954 1955 1954-55 Price =% 

AMER. DISTILLING .... $ 65.7. $ 68.4 6% 1.0% $1.83 $ 3.12 $ 1.491 $ 2.831 $200 $2.00 54%4- 3158 $4934 4.0 
W.C. (mil.) ‘53—$16.5 
w.c.(mil.)‘54—$12.5 00 esses eee 
BROWN FOR. DIST..... 73.52 70.7- 3.9 3.7 2.70 2.46 = = .80 80 1834- 1534 1712 4.5 
W.C. (mil.) ‘53—$3.49 
W.C. (mil.) ‘54—$34.4 2 ; So vo _ ; _ 
D. CORP.-SEAGRAMS 793.4 752.6 4.7 4.7 4.32 4.09 3.18% 2.728 1.70 1.70 41\e- 28% 3912 4.3 
W.C. (mil.) ‘53—$318.9 
W.C.(mni.) *S4—$329.5 . —eeeeneeneneten 
NAT. DISTILLERS........ 488.7 487.3 2.4 2.8 1.18 1.38 29 .34 1.00 1.00 24%- 167% 2212 4.4 
W.C. (mil.) ‘53—$245.4 
W.C. (mil) "S4—$204.0 000 ; asta tieatataiainieas 
PUBLICKER INDUST..... 169.2 153.1 1.2 (d) 1.5 63 (d) .86 (d) .36 (d) .22 5 _- 12%- 91% 103% — 
W.C. (mil.) ‘53—$63.6 
W.C. (mil) S4—$91.5 _ ae _ 
SCHENLEY INDUST...... 421.3 409.9 1.5 & 1.53 87 524 814 1.50 1.00 2738- 1712 2234 4.3 
W.C. (mil.) ‘53—$318.0 
W.C. (mil.) ‘54—$293.8 a ; _ _ _ 
H. WKR.-GDHM.&W. 337.3 339.2 5.6 5.9 6.62 7.02 - - 4.00 4.00 7434- 51 7425.3 


W.C. (mil.) ‘53—$123.0 
W.C. (mil.) ‘54—$127.1 





W.C.—Net Working Capital. q 
(d)—Deficit. 
3—9 months ended April 30. 





1—6 months ended March 31. 
2—Years ended April 30, 1954 and 1955, respectively. 


4—9 months ended May 31. 
5—5% in stock. 





SOFT DRINKS 
Canada Dry Ginger Ale: Continues to broaden product diversification, and 
expand its organization of licensed bottlers. Modest gain in 1955 earnings 
looked for and stock, yielding a satisfactory dividend return, should be 
held for long-range growth. C! 
Coca-Cola Co.: Has a dominant trade position. Aggressively developing 
foreign business, and is introducing 26-ounce and 10-ounce bottles, sup- 
plementing its regular 61/4-ounce bottle, to gain more of the growing 
domestic ‘‘take-home’’ business. Expected both sales and net income this 
year will resume upward trend. Stock is attractive for yield and long- 
range growth prospects. B? 
Dr. Pepper Co.: Earnings for 1955 first quarter off slightly, reflecting 
non-recurring expenses, including initial costs in the expansion of market 
its product in cans throughout the Southwest. Continued uptrend in sales 
should pull earnings for the year up to equal $1.10 reported for 1954. 
Dividends of 15 cents quarterly should be maintained. Moderate growth 
Potentials warrant retention of the stock. C 
Hires (Charles E.) Co.: Slightly greater deficit for six months to March 31, 
1955, Normal weather during the peak season could enable this root beer 
manufacturer to show net income close to the 91 cents a share earned in 
fiscal 1954, providing fair coverage for the 60-cent annual dividend. D 
Nehi Corp.: Continues to show moderate growth. First quarter 1955 re- 
sults indicate a gain in full year’s earnings over $1.07 a share realized 
in 1954. Could liberalize dividend rate now at 70 cents annually. C! 
Pepsi-Cola Co.: Has scored a meteoric rise in the cola-type soft drink 
field, aided by additions of Schweppes ginger ale and tonic water. Record 
high earnings indicated for this year which may lead to another dividend 
increase. C! 

DISTILLERS 


American Distillers: Good fiscal 1954 earnings of $3.12 a share are likely 
to be exceeded in the year ending next Sept. 30. Giving credence to this 
expectation is net income for the first six months equal to $2.83 a share. 


RATING: A — High-grade investment quality. B — Good grade. C — Speculative but improving. D — Unattractive. 


Current 50-cent quarterly dividend is secure, but stock must be regarded 
as speculative. C! 

Brown-Forman Distillers: Two-year downtrend in net income reflects com 
petition and increased costs for this relatively small but well proportioned 
bourbon distiller. Conservative dividend should be maintained. C 
Distillers Corp.-Seagrams: Lower earnings for first 9 months of current 
fiscal year reflect drop in sales and thinner profit margins for blended 
products. Introduction to market this Fall of straight whiskies should 
prove a big factor in reversing earnings downtrend for this good mer 
chandiser in a highly competitive business. Current dividend of $1.70 
annually likely to be earned twice over for year ending July 31. Stock 
should be retained for income and long-range price improvement. B 
National Distillers Products: Shift in consumer preference for straight 
whiskies should benefit National's established bonded and _ straight 
whiskey. Gradual gain from manufacture of basic chemicals and petro 
chemicals provide the issue with longer-term prospects. Improved divi 
dend coverage indicated. C! 

Publicker Industries: Signs are lacking that this producer of industrial 
alcohol and related chemicals, and blended and straight whiskies will 
show much, if any, improvement this year in earninys, although first 
quarter deficit of 22 cents a share was down from a 36 cents a share 
deficit for the 1954 first three months. A highly volatile stock. D 
Schenley Industries: Some improvement in earnings indicated for fiscal 
year ending next August 31. Increased consumer preference for bonded 
and straight whiskies should help sales of these Schenley products 
Prospects for gains in its animal feeds and pharmaceutical operations are 
conjectural. Current dividend of $1 annually, reduced from $1.50 last 
yeor, appears safe. C! 

Walker (Hiram)—Gooderham & Worts: Holds a strong position in the 
industry. Has one of the best earnings records and although 1955 net is 
likely to dip slightly under the $7.02 a share reported for last year, 
it will provide generous coverage for present $4 annual dividend. B** 








'—-Above-average appreciation potential at current market levels. 2—Retain for long-term investment. 


*—Most attractive of group based on current market price. 
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4, should be apparent by now, if it wasn’t two 
years ago, that it is difficult to create prosperity for 
the raw sugar producers by doling out marketing 
quotas and attempting to restrict production by cut- 
backs in acreage, especially when such restrictions 
are adhered to by some sugar growing countries, 
and ignored by others. 

Two years have elapsed since delegates to the 44- 
nation International Sugar Conference, assembling 
in London, concurred in the view that sugar con- 
sumption had to be increased if the world was to 
avert a sugar glut. Such a glut already existed when 
the delegates subscribed to this opinion. In the year 
previous, Cuba’s bumper crop of sugar cane pro- 
duced more than 7.6 million short tons of sugar. The 
Cuban mills found themselves burdened with so 
much sugar that, in order to prevent a debacle in 
the world sugar market, 1,750,000 short tons were 
put into the Stabilization Reserve for marketing, if 
possible, over a term of five years. 


Despite Glut Some Nations Increase Output 


In the succeeding year, 1953, Cuban growers, by 
decree of their government, cut acreage so as to limit 
production to 5.6 million short tons. Again in 1954, 
acreage was further reduced, the objective this time 
being to limit production to a little less than 5 million 
short tons. On June 15, 1955, with only one mill still 
grinding, Cuban sugar production had reached 
4,994,424 short tons, indicating that total production 
at the end of the grinding season would be close to 
the allowable limit set by decree. While Cuba has 
reduced annual sugar output since 1952 by approxi- 
mately 2.6 million short tons and while other sugar 
producing areas, particularly Puerto Rico and 
Hawaii, have held output at approximately quota 
levels, sugar producing countries that are non- 
participators in the International Sugar Agreement 
are going ahead to increase production far beyond 
their own requirements, eyeing world markets as 
outlets for the output of their mills. 

For several years Mexico has been expanding her 
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Any Sweeter? 


By JEROME SCHULTZ 





sugar cane acreage, erecting modern mills that have 
been turning out more and more sugar. Despite in- 
creasing internal consumption, the land “south of 
the border,” since 1952, has been piling up a sugar 
surplus that has grown from about 120,000 tons in 
August, 1953, to approximately 300,000 tons at the 
present time, the rate of increase accelerating as 
world production expanded and international sugar 
markets tightened. To alleviate the situation, Mexico 
turns to the United States, hoping to get more liberal 
sugar quota from this country. 


Only recently, the Mexican Union of Sugar Pro. 
ducers, through their country’s ambassador in Wash- 
ington, initiated a move to permit the entry of at 
least 150,000 tons of their production into this coun- 
try. Meanwhile, Mexican mills are proceeding under 
the plan to increase production which, it is estimated, 
will reach 910,000 tons this year, or about 80,000 
tons over the previous year’s output. Mills are also 
going ahead with expansion plans; the big San Cris- 
tobal mill, for instance, it has been announced, wil 
spend about $4 million for additional installations 
that will ultimately permit grinding 2 million tons 
of sugar cane for a production of 170,000 tons of 
super-refined sugar annually by this one facility. 





Brazil, also, announcing her non-participation in 
the ISA, is expected to increase Brazilian sugar of: 
ferings to the world market. This would be in addi- 
tion to the 396,720 short tons already sold which is 
about 220,400 short tons more than Brazil could have 
exported under her quota as an ISA member. More. 
over, in contrast to the efforts of Cuba and a few 
other sugar producing areas to cut production, 
Brazil, like Mexico and some other countries, is ex 
panding output. Its 1954 sugar production reached 
2.3 million tons, up from approximately 1.9 milliot 
tons produced in 1952. 


Obviously, the situation governing the world sugal 
market during the last three years hasn’t changed} 
It is still a case of too much production or not enougl | 
consumption. Aggravating (Please turn to page 562) | 

! 
| 
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Statistical Summary of Sugar Companies 
Net Sales Net Profit Margin Vea 
Fiscal Fiscal Earned Per Share Dividend Per Share Price 
1953 1954 1953 1954 Fiscal Indicated Range Recent Div. 

(Millions v4 1953 1954 1954 1955 1954-1955 Price Yield 
CUBAN DOMINICAN PRODUCERS a a — 
CUBAN AMER. SUGAR.............. 65.51 50.0! 1.3 1.3 1.01 77 70 .60 1858-1138 154 3.9 
W.C. (mil.) ‘53—$15.1 





W.C. (mil.) ‘54—$14.7 

CUBAN ATLANTIC SUGAR ........ 67.4! 60.41 41.4 4.4 d .48 1.33 .40 .40 1238- 678 112 3.4 
W.C. (mil.) ‘53—$22.3 
W.C. (mil.) ‘54—$24.4 
FRANCISCO SUGAR ...........c...-.. 10.9% 10.83 434 423 41.07. 4 .73 
W.C. (mil.) ‘53—$1.3 
W.C. (mil.) ‘54—$1.1 = 
MANATI SUGAR .............0c00000-. 10.36 9.85 45.6 3 41.31 07 i Sec 812- 334 534 
W.C. (mil.) ‘53—$2.9 

W.C. (mil.) ‘54—$2.9 _ aaa 7 Leos 

VERTIENTES CAMAGUEY .......... 17.61 16.01 2.7 2.4 34 27 27 27 10¥e- 5% 734 3.4 
W.C. (mil.) ‘53—$5.4 

W.C. (mil.) ‘54—$6.3 


WEST INDIES SUGAR ................ 35.41 3081 35 dia 1.24 4 34 1.00 1.00 


sani 12)2- 658 872 





2538-17"8 227s 43 
+ W.C. (mil.) ‘53—$29.0 
; | W.C. (mil.) ‘54—$27.3 
| PUERTO RICAN PRODUCERS 
| CENTRAL AGUIRRE SUGAR ...... 14.82 14.82 10.9 8.3 2.18 1.65 1.60 1.60 22 -18 212 7.4 
| W.C. (mil.) ‘53—$8.0 
| W.C. (mil.) ‘54—$8.1 _ ; — 
| FAJARDO SUGAR ...........c00000000 14.42 1422 °«(15 3.1 61 1.24 1.12'2 1.00 1812-1334 15"2 6.4 
W.C. (mil.) ‘53—$4.3 
W.C. (mil.) '54—$4.1 7 
| SOUTH P. R. SUGAR.................. 28.41 30.91 9.4 5.9 3.07 1.547 2.25 1.708 —-3758-23%4 313 5.39 
ye} || W.-C. (mil.) ‘53-$17.9 
nef. || WS: (mil) ‘54—$13.6 
of | BEET SUGAR PRODUCERS 2 7 
| AMERICAN CRYSTAL SUGAR... 39.79 42.85 3.5 2.8 3.169 2.625 ~—«*1.20 1.20 3212-22 30 4.0 
ar | W.C. (mil). ‘53—$18.0 
In} > || W.C. (mil.) ‘54—$16.9 ; 
he} |) GT. WESTERN SUGAR................. 80.0! 74.54 5.5 5.7 1.874 91.781 1.45 1.45 2438-1738 22 6.5 
3 || W.C. (mil.) ‘53—$37.3 
ray) || W.-C. (mil.) ‘54—$35.4 Sa 
ico eee 46.35 55.55 3.8 3.9 2.475 3.105 84 1.15 2558-1114 21% 54 | 
lea W.C. (mil.) ‘53—$12.0 
Pay |} WAC. (mil) 54—$13.0 ee _ 7 ; 
| REFINERS < ; 2 : 
ro.| || AMERICAN SUGAR REFINING.. 306.8 308.8 2.1 2.4 7.64 10.02 4.00 4.50 84 -50 787s 57 | 
hf |) WS: (mil.) 53-$36.7 
- | W.c.(mil.) ‘54—$38.6 ; _ 7 ee 
atl || NATIONAL SUGAR REFINING. 150.4 140.7 1.0 1.6 2.70 3.96 2.50 2.50 4212-2634 37"2 6.6 
N+} |} W.C. (mil.) ‘53—$13.8 
ler | W.C. (mil.) ‘54—$13.3 ee 
| 


W.C.—Working capital. — ws oe - oO : 


100 d—Deficit 5—Fiscal years ended Mar. 31. 
































1s0 1—Fiscal years ended Sept. 30. 5—Fiscal years ended June 30. 
mi 2—Fiscal years ended July 31. ‘—Adjusted for 25% stock dividend paid Jan. 1955. 
1s 38—Fiscal years ended Oct. 31. S—Plus 25% in stock. 
vill 4—Fiscal years ended Feb. 28. __ = _ Based on cash payments only. __ ee: 
ons CUBAN-DOMINICAN PRODUCERS Fajardo Sugar: The second largest Puerto Rican producer. Higher output and | 
y Central Violeta Sugar: This moderate-sized Cuban producer may come close benefits from economies should produce moderate improvement in earnings 
ons to duplicating last year’s net of 72 cents a share. Narrow margin, however, this year over $1.24 a share realized in year ended July 31, 1954. Dividend 
{ creates some uncertainty over maintenance of 60-cent annual dividend. D at 25-cent quarterly rate should hold. C 
0 Cuban-American Sugar: An important Cuban sugar producer. Operating Southern Puerto Rico Sugar: Favorable Puerto Rican operating results marred 
economies may help raise fiscal 1955 net income moderately over last year’s somewhat by burdensome Dominican supplies and low world prices. May 
77 cents a share. Current 15-cent quarterly dividend likely to hold. D show some improvement in current fiscal year ending next Sept. 30, over 
P Cuban Atlantic Sugar: Largest of the Cuban producers, reflecting wage cuts $1.54 reported for fiscal 1954, adjusted for 25% stock dividend paid Jan. 
In and increased operating efficiency, should be able to hold this year’s net 10, 1955. There is, however, some uncertainty as to maintenance of cash 
earnings close to $1.33 a share shown for the previous year. Paid 25-cent dividend at rate of 40 cents quarterly. C 
of- : g : P 
- dividend July 15, last, and will consider future payments quarterly. D BEET SUGAR PRODUCERS 
idi- Francisco Sugar: In view of general conditions in the Cuban sugar industry, American Crystal Sugar: Outlook favorable for moderate improvement in 
+ this moderate sized producer is not likely to record much, if any, improve- earnings this year over the $2.62 a share reported for 12 months to March 
1 8 ment from last year’s deficit of 73 cents a share. No immediate prospect for 31, 1955. Current 30 cent quarterly dividend appears secure. C. 
ve dividends. D Great Western Sugar: Drop in 1955 fiscal year ended last February 28, 
a Guantanamo Sugar: A marginal company in the Cuban sugar industry. to $1.78 a common share from $1.87 in 1953-54 reflected unfavorable 
yre- Improvement measured in pennies possible in this year’s earnings. Dividend weather conditions for sugar beet growing. Prospects for high level of sales 
i resumption remote. D and improved beet crops justify expectations of better earnings for current 
few Manati Sugar: Earnings for this medium-sized Cuban producer for fiscal fiscal year. Current 30-cent quarterly dividend, augmented by 25 cents 
9 Pp t y 
ion year ended June 30, 1955, may have been slightly better than the 7 cents extra last April, appears secure. C : . 
" a share shown a year ago. Outlook unimpressive. Dividend remote. D Holly Sugar: Favorable outlook for this second largest domestic beet sugar 
i Vertientes-Camaguey: Operating economies may enable this large Cuban producer. Further improvement looked for in net earnings which amounted 
ex g Pp g ¢ 9g 
producer to pull 1955 fiscal earnings slightly above the 27 cents a share to $3.10 a common share for the fiscal year ended March 31, 1955, up 
hed reported for the previous year. May declare dividend fiscal year’s end. D from $2.47 for the previous year after giving effect to 5-for-4 split in 
Lion} ate hg soe Sugar: Improved sugar yield from Dominican cane and some February, this year. C 
enefit from lower Cuban wage scales may produce some earnings this REFINERS 
year in contrast to the 34-cent a share deficit in fiscal 1954. Some un- American Sugar Refining: This leading domestic cane sugar refiner and large 
certainty prevails as to maintenance of 25-cent quarterly dividend. D Cuban raw sugar producer may show profits this year in excess of the 
p q y y Pp y 
, PUERTO RICAN PRODUCERS $10.02 a common share earned in calendar 1954. Could pay another extra 
gall ; Centrai Aguirre Sugar: Abandonment of unprofitable cotton and sweet dividend this year, bringing total distribution to at least $5 a share. B'* 
ed 3 potato growing and improved efficiency through greater mechanization of National Sugar Refining: Ranks as the second largest domestic cane sugar 
zed sugar operations should result in moderate gain in earnings this year over refiner. Likely to show moderate gain this year over earnings of $3.96 a 
ugil fiscal 1954. Dividends should be maintained. C share for the year ended December 31, 1954. Dividend secure. B'* 
62) RATING: A—High-grade investment Quality. B—Good-grade. 1—Better-than-average market potentials; *—For long-term growth. 
i C—Speculative but improving. D—Unattractive. *—Most attractive of group at present prices. 
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Stimulus 

At a high rate for more than a 
decade, births set a record last 
year ; and it may be approximated 
this year, due to a trend toward 
larger families, despite a falling 
marriage rate. The latter reflects 
relatively low birth rates in the 
decade 1930-1940, which included 
two depressions, resulting in 
fewer people of marriage age at 
present. It is estimated that in 
the years 1955-1960 increase in 
the number of children in the age 
group 10-14 will be about four 
times that of total population 
growth, and increase in the age 
group 15-19 about three times 
over-all gain in population. This 
points to another sharp rise in 
marriages and births in the de- 
cade 1960-1970. The economic im- 
plications are numerous and im- 
portant. To cite only one of them 
here, the population trend of 
nearby years definitely favors 
companies whose products are 
subject to heavy consumption by 
children. Among the principal 
examples are candy, soft drinks, 
chewing gum and dairy products. 


Hershey Chocolate 

Child-age population growth is 
a plus factor for this company, 
which holds a strong position, 
with the best-known trade name, 
in the competitive candy business. 
Additionally, it is presently fa- 
vored by lower cocoa costs. With 
better margins indicated, 1955 
earnings may be $3.50 to $4 a 
share, against 1954’s_ cost- 
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squeezed $2.75. There appears to 
be a good chance for liberaliza- 
tion of the $2 dividend. Payments 
have been continuous since initia- 
tion in 1930. Prior to public list- 
ing of the stock in the late 1920’s, 
the company had been a family 
“gold mine” for many years. At 
47 yielding over 4.2% on the 
present payment, the issue is a 
sound value. 


Chewing Gum 

Chewing gum is a growth busi- 
ness, gradual but sure. It is also 
a business with fairly steady 
profit margins, competitive but 
not cut-throat, since two compa- 
nies—American Chicle and Wrig- 
ley—have the greater part of the 
total market. As a result of grow- 
ing demand and enlarged capac- 
ity, Wrigley, bigger of the two, 
should earn around $6.25 to $6.75 
a share this year, against 1954’s 
$5.80. Dividends have been con- 
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regular rate of 25 cents monthly, 
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last year. Assuming $4.50, poten- 
tial yield of the stock at 103 is 
nearly 4.5%. American Chicle has 
shown superior long-term growth 
of earnings. Last year’s profit of 
$4.46 a share, a new peak, against 
1953’s $3.59, reflected a_ spurt 
from introduction of chlorophyll 
gum and mints, plus aid eax 
EPT lapse. Without such special 
benefits this year, net may be 
around $4.60 a share. Dividends 
($2.50 regular) will at least 
equal 1954’s $3 total, and might 
be a little higher, as finances are 
strong and policy liberal. Pay- 
ments have been continuous since 
1926. At 66, the yield on $3 basis 
is over 4.5%. Both stocks are suit: 
able for conservative portfolios, 
emphasizing income and moderate 
appreciation potentials. 
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INCREASES SHOWN IN RECENT EARNINGS REPORTS 

1955 1954 
EIN, TUONO Sos aosiscccsscsctsnsessiacssepossscioeess 3 mos. June 30 $2.66 $2.57 
OM IID «<5 <5 cczsasivasénsnducibounccddeantonanecans 6 mos. June 30 1.77 1.59 
ssn ver sacs ecasacnccnsotenconssistaknosaabaauccce Year May 31 1.72 1.34 
CERRO Sap ee eh prea earn Bree 6 mos. May 31 2.87 2.45 
I a occ Ssacudstcchiccis vossbnwwatasatacesapomnaeare 6 mos. May 31 2.11 62 
NE 5565 hos so rss oaks casccoacesgsbveanetioes 6 mos. June 30 1.32 1.06 
ING 05555. ccssscicvansnacciaannteccensievetoae 18 wks. May 7 .63 .38 
I 5595s cacnknsevesdshavakcdtanesbiosunsienes 6 mos. June 30 5.69 3.62 
ainda cc sh pasheusianieannncneoacuarehas 3 mos. May 31 .68 .33 
DLO aE Ae ERE re 26 wks. Apr. 30 35 14 
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\Soft Drinks 
x} " Coca-Cola is the leader in this 
field, but not by as wide a margin 
as formerly. The profit trend in 
frecent years has been disappoint- 
thing. A probable small gain this 
Hyear, over 1954 net of $6.08 a 
yshare, will leave earnings well 
Mpelow best earlier level of $8.76 
Na share in 1949. The stock has re- 
ently had a substantial rise from 
a depressed level, and is currently 
at 141, against 1955 low of 11114. 
here are probably better possi- 
bilities for appreciation in the 
much more speculative stock of 
ithe smaller Pepsi-Cola Company. 
WUnder aggressive management, 
%}ithe company is showing signifi- 
ant progress in sales, expansion 
of capacity and earning power. 
‘Promotion expenses on the popu- 
Nar Schweppes line of beverages 
shheld the 1954 profit gain to 13%, 
_Jeompared with a shrinkage of 
~~ |aabout 8% for Coca-Cola. Earn- 
ings were $1.07 a share, against 
ata 1953's 95 cents. A strong 1955 
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ithly,| gain is indicated, with profit prob- 
$4.50} ably in the vicinity of $1.40 to 
th $781.50 a share. At 22, following 
oten-| earlier rise in a 1955-1953 range 
03 is ef 231-1034, the stock has been 


e hai in a consolidation phase for a 
‘owth good many weeks; and might be 
fit of Bou ready to get going again. 
ainst Because of speculative popularity, 
spurt it generally sells high on earnings, 
yphyll for instance at over 387 times 
from) earnings at its 1946 high, at over 
peciall 40 times earnings at its 1948 high, 
'y be at over 27 times earnings at its 
jJends 1951 high. These and extremes in 
least number of other years compare 
night with a current price around 15 
“—~ “times projected 1955 earnings. 
.“Y/ Without equalling past ratios, a 
since ; 
basis evel of 30, or over 36% above 
. suit} the present price, might be a con- 
olios| Ceivable speculative objective over 
lerate| # not too extended period of time. 
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National Dairy 


Children are prodigious con- 
sumers of milk, ice cream, cheese 
and other items processed and 
sold by the dairy companies. The 
outstanding leader in this field is 
National Dairy Products. Its 
growth is moderate and sure, 
rather than spectacular; but it 
foots up impressively over any 
longer-term period. Dividends 
have been continuous and liberal 
since 1924. Payments have been 
increased in eight out the last ten 
years; and the present conserva- 
tive $1.60 rate may well be raised 
by or before the year end. Because 
of the record, the stock sells fairly 
high on earnings. The latter prob- 
ably will be at a new peak this 
year around $3 a share or a little 
more, against 1954’s $2.77. At 42, 
the yield on the present dividend 
rate is 3.8%. This is the kind of 
a stock that a conservative in- 
vestor wishes he had bought some 
years ago. For instance, it could 
have been bought as low as 6 (ad- 
justed for 1954 two-for-one split) 
as late as 1939. But it is not likely 
to go back to a bargain-counter 
level in the foreseeable future. 
Utilities 

Electric utilities have the bene- 
fit of cumulative increase in the 
number of dwellings, as well as 
of growth in commercial and in- 
dustrial demand; plus rising con- 
sumption per residential custom- 
er, due to increased use of ap- 
pliances. Some of the latter are at 
or near the saturation point, im- 
plying future sales more or less 
in line with population growth 
and economic conditions. Some are 
fairly dynamic load builders, in- 
cluding dish. washers and electric 
ranges, the latter now reported to 
be out-selling gas ranges. So far 
small, there is a big future poten- 
tial for utilities in residential air 














conditioning. The other side of 
the picture is, of course, that rates 
are regulated and return gener- 
ally limited to around 6% on 
property investment. Share earn- 
ings lag behind the upward trend 
of net income because a portion 
of funds needed for expansion is 
raised by sale of additional com- 
mon shares. However, the greater 
part of new funds raised is by 
bond and preferred-stock financ- 
ing. That fact, plus permitted 6% 
over-all return, assures a fairly 
strong long-term uptrend in per- 
share earnings of well-situated 
utilities and corresponding up- 
trend in dividends. The stocks are 
of three general types for invest- 
ment purposes. Some are prima- 
rily income stocks, with limited 
potentials for long-pull apprecia- 
tion: for example, Consolidated 
Edison of New York or Boston 
Edison. Some are rather dynamic 
growth stocks, as utilities go, and 
therefore sell on a low yield basis. 
Examples are Florida Power & 
Light, Houston Lighting and 
Texas Utilities. Others are “in 
between,” with growth potentials 
somewhat above average, and 
with current yields around or not 
greatly below the average for the 
group. These middle-road choices 
are among the best for long-term 
buying at current prices. Exam- 
ples include Central & South 
West, Southern Company, Middle 
South Utilities, Oklahoma Gas & 
Electric and American Gas & 
Electric. 


Contrast 

If you want a straight-out in- 
come utility, there is nothing bet- 
ter than American Telephone. The 
$9 dividend is about as much a 
fixture as any dividend can be. 
There is no promise of a higher 
rate, no foreseeable risk of a 
lower one. On investment princi- 
ple, the stock should move in line 
























with interest rates. Actually, 
a shifts in investment sentiment 
DECREASES SHOWN IN RECENT EARNINGS REPORTS have caused it to range all the 
1954 {a 1955 1954 way between 1929 high of 3101, 
| edie’ é 1/ : 
seca UID si iconienncmccinnniion 9 mos. May 31 $4.90 $5.24 and 1932 low of 7014, and in the 
D4. y “ My rat . 
eT |, aL 6 mos. May 31 1.45 1.83 postwar period all the way from 
1? Tl Coutd-ttetional Battest Year Apr. 30 3.27 3.75 200'4 in 1946 to 138 in 1949, 
1.34 | ' a _— MATT OTICS .ncccceecccccsccccccccscesecsesee r pr. . . against present price of RS Revy- 
2.45 NNN WN ovcvexsSus inc sicavcsssstaevanskassesconanece 3 mos. May 31 .30 51 enue and income grow, with little 
62 NIN PMMA Re TINE soc cscsncsctsssnsiaceisncposncnanseses 12 mos. May 31 1.58 1.62 or no growth in per-share earn- 
ee Longines-Wittnaver Watch ..............ccccccccceeeeeeeee Year March 31 2.14 2.70 ings because equity capitalization 
gf) Brown-Forman Distillers .....-.cccocscnnnnennene Year Apr. 30 2.46 2.70 is progressively increased by is- 
38 | ainiage die teen - . suance of convertible debentures 
3.62 De ceccccccccccccccccccesccccccccesescccscecccocoosocoosees ° ° and conversions thereof. For 
33 Kroger NE ic center da auncuk bc ckscserdasne <insieeebentaeiiaea 24 wks. June 18 1.65 2.18 example, earnings were $10.18 a 
-— I de a 9 mos. May 28 1.79 3.03 share in the prewar year 1939, 
| (Please turn to page 556) 
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WHAT'S AHEAD FOR BUSINESS? 


By E. K. A 


Small and medium-size businesses, watching such giants as 
General Motors and Ford grant generous wage, jobless and 
“fringe” benefits to their employes, have reason to be worried. 
The steel labor settlement has added to their dismay, for 

they have been put on no- 

eo tice that they will be picking 
up the tab for the sizable 

BUSINESS ACTIVITY wage rise granted in that 
PER CAPITA BASIS. basic industry. Companies 
MW S$. INDEX of small and medium stature, 
innumerable _ instances, 















in 
2io — ¢ Two these past few years have 
ween been absorbing increased 


costs of materials, labor and 
transport. These people have 
seen only what appears to 
_ ae be the beginning of an 

AGO across - the - board rise in 
wages and costs, as electri- 
cal, coal and copper work- 
ers, to cite but a few indus- 
tries, take their place in line 
with new demands. 


Abetted by a high degree 
of price stability, many of 
these companies have en- 
joyed a measure of prosper- 
ity. They have “eaten” add- 
ed costs in recent years, but 
4 now they are threatened 
with indigestion. Steel, as an 
example, is used throughout 
the manufacturing economy 
and the increase of more 
than $7 a ton, announced 
the very day of the steel 
wage rise, will have a sub- 
stantial effect on costs. To 
repeat, this is but a begin- 
- ning. 








A graphic illustration of 
the recent trend in the econ- 








4 tc omy is provided by the Bu- 
1939 reau of Labor Statistics, 
1io0— which showed that the price 


spread between farm and 
factory products now is the 
widest since the end of 
World War Il. The price of 
farm produce now is down 
23% from the 1951 high 
and prices of manufactured 
goods have fallen less than 
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2% from the price 
level of 1951. A 
jump of 17% in 
wages over that 
period has preclud- 
ed any substan- 
tial decline in the 
price of manufac- 
tures, but the fig- 
ures indicate the 
extent to which in- 
dustry has been 
“eating” costs. 


For 1951, an all- 
industry average 
placed the factory 
worker’s weekly 
pay at $64.71. It's 
now up to $76.11. 
Many an employer is filled with anxiety when he notes thot 
automotive workers have received a boost of about 28%, going 
to more than $96 from $75. And this does not include the gain: 
scored by the auto workers this year. The small and medium 
business, too, must deal with labor unions. Such companies 
traditionally cut prices because they didn’t have to pay the 
high wages of their big competitors, but with monopolistic 
unions in command of almost every industry not only are thei 
hold-the-line practices endangered, their very existence i 
imperiled. 


In a buyers’ market, more pronounced than at any time 
since the close of World War Il, wage boosts can’t be compen: 
sated fully in finished consumer goods. Profit margins, inevi 
tably, will be squeezed. Numerous manufacturers, large anc 
small, already have said that they will have to absorb increase 
materials costs — and wage costs, for that matter. 


It is impossible to generalize in this situation. Thus, the recent! 
boost in cigarette prices was not followed by all of the majo 
makers. And when soaring costs forced a great metropolitar 
newspaper to boost its newsstand price, its competitor failed t 
follow suit. Amidst all the talk of boom, business people art 
timid about adjusting prices upward in this highly competitive 
economy. The lesson of the coffee industry has not been los 
on other businessmen. That industry sustained a sharp drop it 
volume when prices got out of hand. Now with prices down 
sharply, many customers have failed to return, or have reduced 
buying. 


Profit margins vary widely industry by industry and ever 
company by company. And customers vary from business 
business, too. They will “reach” for products of one kind an¢ 
stop in the case of another. The problem is not the same it 
every small and medium firm, hence the solution will also differ. 
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MONEY & CREDIT—The Treasury is proceeding by easy 
stages on its program of acquiring the close to $10 billion 
of new money that it will need to borrow before this 
calendar year is over. The latest move follows the recent 
weekly increase in bill sales and involves borrowing a 
total of $2.75 billion, including $2 billion on 1%% tax 
anticipation notes maturing in March, 1956 and $750 
million on 3% bonds of 1995. The inclusion of a moder- 
ate amount of long-term obligations in the sales package 
came as no great surprise to the financial community 
and the bond markets took the announcement in stride, 
although sellers continued to outnumber buyers as they 
have done for some time past. What is worrying some 
observers is not the flotation of a $750 million long-term 
issue, but rather the intimation in some quarters that 
Federal Reserve credit policy may harden still further. 
With demand for loans bound to rise in coming months 
it has been recognized that the banks would need in- 
creased reserves in order to satisfy the need for money. 
Until recently it had been assumed that a cut in reserve 
requirements might well be forthcoming to ease the 
situation, but some doubt has recently been cast on this 
hypothesis by the fact that the Treasury, after due con- 
sultation with the Federal Reserve, has been raising part 
of its monetary needs via increased bill offerings, thus 
enabling the Central Bank to exercise credit control via 
open market bill operations. The use of this type of 
control affords greater flexibility in limiting the supply 
of credit and reliance on this mechanism would indicate 
that the monetary authorities, fully aware of the dangers 
of over-expansion, do not intend to allow the supply of 
credit to get out of hand. 

The markets for fixed income securities have experi- 
enced further weakness in the fortnight ending July 11. 
long-term Treasuries were off Ye to %4 point during the 
period and many high-grade corporates suffered some- 
what larger losses. Real weakness cropped up in the 
tax exempt list with declines of as much as two points 
in evidence and average yields rising to the highest level 
since January, 1954. One good reason for the weakness 
in this field is the spate of new issues of state and local 
entities which are now on the horizon. The Daily Bond 
Buyer reports that $502 million worth of offerings are 
on tap for the next 30 days, not including the $400 
million Illinois turnpike financing. The latter project is 
getting ready to move off the drawing boards and would 
make a gargantuan addition to the already sizeable 
offerings now in the works. 


———_o0-——— 


TRADE—Retail sales in June, after seasonal adjustment, 
have matched the high May total, according to the pre- 
liminary estimates of the Department of Commerce. 
They topped June, 1954 by 6%, the agency reported. 
The automotive group continued to show the best year- 
to-year gains while furniture and appliance stores were 
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also well ahead of June, 1954. 

Retail trade has continued strong thus far in July and 
Dun & Bradstreet estimates that dollar volume for the 
week ending Wednesday, July 6, was about 4% ahead 
of a year ago. The Southwest made the best showing 
with a 6% advance from the corresponding 1954 period. 


INDUSTRY—The July dog-days are beginning, bringing 
widespread vacation slow downs, which makes it 
difficult to adjust business indicators for this type of 
variation. The short-lived steel strike put a temporary 
crimp in output of this metal and as a result the MWS 
Business Activity Index fell 1.9 points, to 211.9. With 
steel output rebounding swiftly, however, and other 
phases of industrial output doing well, the season con- 
sidered, a recovery in our Index should develop in the 
near future. 

(Please turn to following page) 
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Latest Previous Pre- 
Wk. or Wk. or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 

MILITARY EXPENDITURES—$b (e) | Apr. 3.2 3.5 3.6 1.6 
Cumulative from mid-1940. Age. 586.7 583.5 5444 13.8 (Continued from page 545) 

FEDERAL GROSS DEBT—$b June 30 274.4 277.5 271.3 $5.2 COMMODITIES—The Bureau of Labor 

MONEY SUPPLY-$b Statistics’ daily price index of 22 lead- 

YP 
Demand Deposits—94 Centers June 29 56.2 57.1 53.3 26.1 ing commodities rose 0.4% in the 
Currency in Circulation July 7 30.3 30.0 30.2 10.7 two weeks ending July 8, to close at 
9 _ 

BANK DEBITS—(rb) ** es : = pon oid ped a 
New York City—$b. May 63.4 57.6 60.7 16.1 h _ “_ wis rigs “ a - re. 
344 Other Centers—$b May 107.7 102.7 92.1 29.0 ore ¥ i pe en _ _ 

former up 1.7% and the latter gain- 

PERSONAL INCOME-$b (cd2) Apr. 2956 294.6 2844 102 ing 1.8%. Raw foods, livestock and 
Same ant Wage Apr. 202 202 194 99 textile prices were moderately lower 
Suapeiner Sanenee Apr. 50 50 48 23 during the period while fats and oils 
Interest and Dividends Apr. 25 25 24 10 added 1.3%. 

Transfer Payments____________ | Apr. 17 17 16 10 

(INCOME FROM AGRICULTURE) Apr. 16 16 15 3 cecil cenit 

POPULATION—m (e) (cb) June 165.0 164.8 162.2 133.8 
Non-Institutional, Age 14 & Over__| june 117.3 117.2 116.2 101.8 The makers of PASSENGER CARS 

Civilian Labor Force okie 66.7 65.2 65.4 55.6 9 wound ‘ss . highly satisfying 
Armed Forces. sie 3.0 3.1 3.3 ik alf-year with sales to consumers 
unemployed ‘che 27 2.5 33 3.8 estimated at close to 3.9 million units, 
Employed une 64.0 62.7 62.1 51.8 a new high record. Factory production 
In Agriculture iaeie 77 7.0 76 8.0 eo this huge ana — 
Non-Farm. June 56.3 55.7 54.5 43.2 4. million cars coming o the 
Weekly Hours June 41.8 419 42.5 42.0 assembly lines during the period. The 

Crores, Hewctewem (16) [hay aa —aae 79 ars_| Telos production pace has bul vp 
Government. May 6.9 69 6.7 4.8 : ‘ - i Ss 
Trade ie oe 3 tnd ~~ new high, estimated at close to 
Pastors all ting nna one rye “9 a eye the - = “ 

Weekly Hours May 40.7 40.2 39.3 40.4 be rok pa oe a “lg hw 
Hourly Wage ae eS re May 1.87 1.86 1.81 77.3 about . F ves "A cars th the t a 
wey Woon | oy__7un_7ary_rina_inaa | varie, down, ram the second 

‘coc (tb2) July 5 110.0 110.0 110.4 66.9 above earlier expectations. However, 
etal (ec Apr. 207.9 = ==207.5 = 208.1 116.2 current production plans are at the 

— LIVING (1b2) May 1142 1142 1150 65.9 mercy ve! i wag a ra and = 
oo May 111.1 111.2 113.3 65.9 new models due before the snow flies, 
Clothing May 103.3 103.1 104.2 59.5 many buyers may delay purchases 
Rent May 130.3 129.9 128.3 89.7 until the 1956 models are available. 

RETAIL TRADE—$b** 

. * * * 
Retail Store Sales (cd) Apr. 15.3 15.1 14.2 4.7 
Durable Goods Apr. 5.5 5.5 49 1.1 
iendemiite Gaede tage, 97 94 9.4 36 CONSTRUCTION ACTIVITY rose to 
Dep't Store Sales (mrb) ie. 0.90 0.86 0.84 034 | a new high in June with the total at 
Consumer Credit, End Mo. (rb) Apr. 30.7 29.9 28.1 9.0 _ ae ae / " age — 
= an 7% ahead o une, 4. e 
srrnanier veered latest fi nian brings dollar volume for 
New Orders—$b (cd) Total**___ | Apr. 25.9 26.5 22.3 14.6 g A 9g : 
the first six months to an all-time 
Durable Goods Apr. 12.7 13.4 9.6 7.1 hi h f $19.1 billi At T 
Non-Durable Goods Apr 13.3 «1310127 7.5 ee ie dt ee 
Shipments—$b (ed)—Totals**____| Apr. 26.1 260 237 eo (eee ee 
lent to $41.7 billion a year, 11% 
Durable Goods. Apr. 12.8 12.9 11.2 4.1 Ren 
0 above the $37.6 billion total for all 
on-Durable Goods Apr. 13.3 13.1 12.5 4.2 , 
of 1954. Strong factors in June were 

BUSINESS INVENTORIES, End Mo.** private residential construction with 

Total—$b (cd) May 78.3 77.7 78.9 28.6 a 23% gain over a year ago and 
Manufacturers’__ ——1] May 43.5 43.3 44.3 16.4 commercial construction which ad- 
Wholesalers —_—_——— | May 11.8 11.7 11.8 4.1 vanced 34%. Laggard items included 
Retailers’ ————_—_—_—_— | May 23.0 22.8 22.8 8.1 farm and railroad building, off 10% 

Dept. Store Stocks (mrb)_______ | May 2.5 2.4 2.4 1.1 and 3% respectively. Public construc- 

BUSINESS ACTIVITY—1—pc july 2 211.9 2138 1949 1418 | tion last month was 4% ahead of 
(M. W. S.)—1—np July 2 269.1 271.5 242.6 146.5 June, 1954, with school building up 
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Latest Previeus Pre- 
Wk. or Wk. or Year Peorl PRESENT POSITION AND OUTLOOK 
Date Month Mhenth Ago Harbor* 
INDUSTRIAL PROD.—ia np (rb) May 138 136 125 93 21% and highways 6% higher. 
Mining May 120 120 WW 87 ‘ ” e 
Durable Goods Mfr May 153 150 136 88 
Non-Durable Goods Mfr May 126 125 117 89 g Orders for NEW FREIGHT CARS 
jumped spectacularly in June, accord- 
—_ or July 2 380 387 341 379 railroads, disclosing that orders for at 
ides. » S July 2 68 67 62 66 least 38,000 cars had been placed 
a July 2 65 58 66 43 during the month. This is a far cry 
ELEC. POWER Output (Kw.H.) m July 2 10,138 10,226 8825 3,266 from the 3,041 units ordered in May 
and would put total unfilled order 
SOFT COAL, Prod. (st) m July 2 2.2 9.6 15 108 | backlogs at valle to 55,000, highest 
Cumulative from Jan. 1 July 2 219.5 217.3 1849 44.6 ; ‘ ; iia 
Stocks, End M point since mid-1953. The upsurge 
dling May 66.3 64.0 69.4 61.8 , 
has been attributed to several factors 
PETROLEUM—(bbis.) m including an actual car shortage at 
_— nie _— — ag va " rn today’s advanced rate of carloadings 
en sat om? — se en os plus expectation of price increases 
on = page P —s pes - ” sind resulting from higher cost of steel and 
ming Sh Sin an pd io wa 55 the trend to greater labor costs. 
LUMBER, Prod.—(bd. ft.) m July 2 225 279 114 632 a 
Stocks, End Mo. (bd. ft.) b_---_ | Apr. 8.9 9.1 9:3 7.9 The CEMENT INDUSTRY continued 
STEEL INGOT PROD. (st) m June 9.7 10.3 7.4 7.0 to experience record demand in April 
Cumulative from Jan. 1 June 57.2 47.5 44.1 74.7 and shipments during the month 
ENGINEERING CONSTRUCTION amounted to 24,993,000 barrels, or 
AWARDS—$m (en) July 7 379 439 299 94 6% ahead of a year ago, the Bureau 
Cumulative from Jan. 1 July 7 9,803 9,424 7,126 5,692 of Mines has reported. Cement mills 
MISCELLANEOUS in April were running at 103% of 
Paperboard, New Orders (st)t_____| July 2 340 258 263 165 theoretical capacity and output for 
Cigarettes, Domestic Sales—b Mar. 33 28 32 17 the month totaled 24,847,000 barrels, 
Do., Cigars—m Mar. 518 438 507 543 up 14% from April, 1954 but still a bit 
Do., Manufactured Tobacco (Ibs.)m. | Mar. 18 15 18 28 under the current rate of shipments. 








b—Billions. cbh—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept., seasonally adjusted monthly totals at annual rate, before taxes. 
cdlb—Commerce Dept. (1935-9—100), using Labor Bureau and other data, e—Estimated. en—Engineering News-Record. |I—Seasonally adjusted index 
(1935-9—100). la—Seasonally adj. index (1947-9—100). Ib—Labor Bureau. Ib2—Labor Bureau (1947-9—100). Ib3—Labor Bureau (1935-9—100). It—Long 
tons. m—Millions. mpt—At mills, publishers and in transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without compensa- 
tion for population growth. pc—Per capita basis. rb—Federal Reserve Board. rb3—Federal Reserve Bank of N. Y.—1941 data is for 274 centers. 
st—short tons. t—Thousands. *—1941; November, or week ended December 6. **—Seasonally adjusted. 
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No. of 1955 Range 1955 
Issues (1925 Cl.—100) High Low July 1 
300 Combined Average ......... 320.5 282.0 320.5 
4 Agricultural Implements .... 319.0 264.9 319.0 
3 Air Cond. (‘53 Cl.—100).... 116.0 97.4 99.8 
10 Aircraft (‘27 Cl.—100)........ 1084.9 871.7 908.8 
7 Airlines (‘27 Cl.—100)......... 1263.6 971.2 1232.2 
4 Aluminum (‘53 Cl.—100).... 331.0 191.1 331.0 
PMI ooiicccsiiicssuscvinss 179.0 147.0 179.0 
9 Automobile Accessories .... 51.2 44.3 349.6 
BS AVIOMGTIES ccrceccsoccsossscseesses 49.4 44.3 49.4 
4 Baking (2’6 Cl.—100) ... 30.3 27.8 30.3 
3 Business Machines. .............. 930.6 657.4 930.6 
BRIE \cosnccactencrssase 564.9 466.6 564.9 
3 Coal Mining ....... 19.4 14.8 18.0 
4 Communications ..... 116.6 103.9 111.3 
9 Construction ....... 122.9 106.4 122.9 
7 Containers _......... 747.7 675.1 747.7 
7 Copper Mining ... 291.7 222.2 284.7 
B Daley PRODUCE ..csccccccccceseoeee 127.0 117.6 124.7 
6 Department Stores. ............ 95.3 80.0 95.3 
5 Drugs-Eth. (1953 Cl.—100).. 151.2 129.6 149.9 
6 Elec. Eqp. (‘53 Cl.—100).... 174.7 156.0 171.6 
2 Finance Companies 651.1 589.6 632.6 
6 Food Brands ........:00-+. 300.6 266.6 295.4 
POON NOE sccniicssercancionersse 149.2 137.7 147.8 





1955 
July 8 
314.7 
319.0 
98.6 
871.7L 
1211.4 
325.1 
174.2 
340.0 
51.2H 
29.8 
930.6 
555.1 
17.3 
108.1 
120.7 
725.9 
280.1 
125.8 
92.9 
145.8 
168.5 
614.2 
287.5 
143.5 
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1955 


(Nov. 14, 1936 Cl.—100) High Low July 1 July 8 
100 High Priced Stocks ........ 210.2 180.6 210.2 208.4 
100 Low Priced Stocks ............ 383.1 343.5 382.9 373.9 
Ne GE: sisnisenciienienonns 806.0 684.8 699.0 684.8 
4 Investment Trusts .............. 157.1 143.8 155.6 151.2 
3 Liquor (‘27 Cl.—100) ......... 1090.9 961.3 1090.9 1047.7 
9 Machinery 395.8 317.7 366.3 359.9 
3 Mail Order 198.4 159.3 196.7 198.4H 
4 Meat Packing ................0... ‘ 134.4 112.8 124.8 123.6 
5 Metal Fabr. (‘53 Cl.—100) 183.7 155.9 180.4 175.5 
10 Meatls, Miscellaneous ........ 416.1 358.2 416.1 401.6 
4 Paper 1009.4 767.1 1009.4 985.2 
I bc cscaccceccnncdianan 674.2 590.0 674.2 668.2 
22 Public Utilities .....0.00000000000:. 249.1 234.8 249.1 249.1 
7 Railroad Equipment ............ 88.4 73.4 83.9 81.6 
20 Railroads ......... 77.9 64.7 76.6 74.6 
3 Soft Drinks 538.1 459.9 538.1 538.1 
11 Steel & Iron .... 275.7 219.2 275.7 268.9 
I ~ saadisennissasapenieessinainannsns 68.8 56.1 62.4 62.4 
IE Shaidsseheasitnmaseebcdcene 955.7 813.2 930.5 922.1 
10 Television (‘27 Cl.—100)..... 47.3 40.7 46.0 44.4 
BD SIIINN: .sc:cccniuinhcbanianibeunnaeassaes 187.4 148.4 187.4 181.4 
3 Tires & Rubber 165.3 137.8 161.0 156.6 
§ Tebacco .......... 89.6 81.9 84.5 85.3 
2 VETIRtYy SITES .cccce<coresessesenee 315.0 286.9 290.1 293.2 
15 Unclassif’d (‘49 Cl.—100).... 155.2 146.3 150.8 149.3 





H—New High for 1955. 


L—New Low for 1955. 
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Trend of Commodities 





Commodity futures were resistant to decline in the 
two weeks ending July 11, despite the near-record size 
of many of this year’s crops. The Dow-Jones Commodity 
Futures Index gained 0.82 points during the period to 
close at 155.81. September wheat was 3% cents higher 
in the two weeks ending July 11. Heavy demand for 
flour has been a feature of recent markets and provided 
support for the bread grain. The Agriculture Department, 
ifter the close on July 11, forecast an 860 million bushel 
rop this year, 15 million bushels above its month-earlier 
estimate. This resulted in a lower opening the next day, 


corn lost 1% cents in the two weeks ending July 11 
close at 139%. The crop is off to a good start but weathe, 
conditions can change quickly. Traders have been fearfy 
that a big crop is in the making and this received cop, 
firmation in the July 11 official forecast predicting » 
3.45 billion bushel harvest this year, one-sixth large, 
than 1954 and second largest on record. However, price 
are far below Government loan levels and this is q 
bolstering factor. Cotton futures marked time in the 
period under review and the nearby October option los 
2 points to close at 34.09 cents. The Government's July 

































































































































































































































but prices showed advances by the close of the day's 8 report placing acreage planted to cotton at 14% unde} The 
trading. Supplies of wheat for export or carryover in the last year was in line with expectations and had litle} will 
four leading exporting countries, namely the U. S.,_ effect on prices. The support loan is expected to be} any 
Canada, Argentina and Australia, are about the same about 2 cent above a year ago and this is a stabilizing} and 
as 1954, totaling close to 1.8 billion bushels. September influence. subs 
is su 
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Spot Market Prices — 1947-1949, equals 100 plac 
Date 2Wks. 3Mos. Yr. Dec. 6 Date 2Wks. 3Mos. 1Yr. Decl Uses 
July 8 Ago Ago Ago 1941 July 8 Ago Ago Ago 194) Fi 
22 Commodity Index .............. 91.0 90.6 90.1 91.6 53.0 MINER -ipchsasiacenesspeisssaasency vanes 110.4 108.5 107.9 96.1 544 195 
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14 Raw Materials, 1923-25 Average equals 100 


Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 


1954-55 1953. 1952 1951 1945 1941 1938 1937 
PORTE = senoscrssscvos 157.4 162.2 181.2 215.4 111.7 88.9 57.7 86.6 
BOR saksececeigese 147.8 147.9 160.0 1764 986 58.2 47.3 54.6 
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1954-55 1953 1952 1951 1945 1941 1938 IM, 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. This service in conjunction with your 
subscription should represent thousands of dollars in value to you. It 
is subject only to the following conditions: 

1. Give all necessary facts, but be brief. 

2. Confine your requests to three listed securities at reasonable 


intervals. 


3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





Tung-Sol Electric Inc. 

“I have recently become a subscriber 
to your valued magazine and would ap- 
preciate receiving recent data on Tung- 
Sol Electric Co. What are the dividend 
payments?” 

T.C., Atlanta, Georgia 

Tung-Sol Electric Inc. is a 


'moderate-sized manufacturer of 
jelectronic and television tubes, 


and incandescent lamps for head- 


| lights, flashlights, etc.; it also has 
) developed a transistor. Business 


is highly competitive with prob- 
ability that transistors will re- 
place some electron tubes in many 
uses. 

For the 13 weeks to April 2, 
1955 net sales were $11,892,273, 


inet profit $756,714 equal to $1.09 
;} per common share based on 641,- 
4 787 shares outstanding. This com- 


pares with the corresponding 
of the preceding year 
when net sales were $9,516,287, 


net profit $450,304, equal to 78 


;cents per share based on 554,952 
;common shares then outstanding. 


Net sales and earnings of the 


»COmpany in 1954 were the second 


highest in its history. Net earn- 
ings for 1954 were $2,077,062, 
equivalent, after preferred divi- 
dends, to $3.15 per share on the 


640,212 common shares outstand- 


ing on December 31, 1954, and 


ithis compares with net earnings 
of $1,780,882, or $3.07 per share 


on the 554,902 outstanding shares 
as of the year-end 19538. 

Net sales for 1954 amounted 
to $39,052,458 compared with 
1953 sales of $40,017,549, the 
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company’s all-time high. Sales of 
products for replacement pur- 
poses reached a new high in 1954 
but the slight decline in sales 
reflected temporarily the reduced 
demand for components used in 
automotive and television equip- 
ment. Increased efficiency in most 
of company operations improved 
operating results. 

Working capital of Tung-Sol at 
December 31, 1954 stood at 
$14,779,665, compared with $9,- 
235,345 at the end of 1953. Much 
of this increase reflects the pro- 
ceeds from the sale of 100,000 
shares of preferred stock at $50 
per share made late in 1954. This 
additional working capital will 
enable the company to set up pro- 
duction lines for commercial 
quantities of color picture tubes 
as demand materializes and to in- 


crease production facilities for 
transistors and other crystal 
products. 


The accelerated rate of auto- 
mobiJe production is being re- 
flected in additional sales of the 
company’s components. The com- 
pany’s sealed beam headlamp is 
expected to be an important fac- 
tor in replacement sales during 
the coming year and may make 
its debut as initial equipment on 
some new automobiles. The out- 
look for electron tubes for tele- 
vision, radio and other applica- 
tions appears favorable. Tran- 
sistors and other semi-conductor 
products are expected to receive 
wider use. 


Dividends including extras to- 
talled $1.25 per share in 1954 
and 25 cents quarterly is the 
current rate. 


Vanadium Corporation of America 
a subscriber to your 
valued publication for the past five 
years. Will you please furnish recent 
earnings of Vanadium Corp. of Amer- 
ica, give dividend payments and pros- 
pects over coming months.” 

D. E., Lexington, Kentucky 

Vanadium Corporation of Amer- 
ica is regarded as the largest 
domestic producer of vanadium; 
it is considered to be the second 
largest producer of ferro alloys 
and is a foremost refiner and 
miller of uranium, the basic 
source material in the atomic 
energy program. Its alloying 
agents are used to a great extent 
by the steel industry and to a 
lesser extent by the aluminum in- 
dustry. Substantial expansion has 
been underway in recent years, 
including facilities for mining and 
processing uranium — vanadium 
ores. 

Aided by the sharp recovery in 
its major markets, Vanadium 
Corporation of America experi- 
enced a sharp upturn in sales and 
earnings in the closing quarter of 
1954. Net earnings for the entire 
year, after all charges and taxes, 
amounted to $2,808,672. This is 
equal to $2.50 per share on 1,124,- 
530 shares of capital stock out- 
standing on December 31, 1954. 
Net earnings in 1953 were $3,- 
014,903, the largest in the com- 
pany’s history and equal to $2.68 
per share on the same number of 
shares. Effective September 22, 
1954, the capital stock was split 
on a 2 for 1 basis. 

Indicated net earnings after 
adjustment for the quarter ended 
December 31, 1954, were $887,- 
736, or 79 cents per share, com- 
pared with $715,257, or 63 cents 
per share in the final 1953 
quarter. 

Dividends, including extra, to- 
taled $1.80 a share in 1954, and 
35 cents quarterly is the current 
rate. 


“IT have been 
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pansion and rehabilitation pro- 
gram. The nation’s steel mills, 
which normally consume 60% of 
all the corporation’s ““Vancoram” 
products, operated in 1954 at only 
71% of capacity, compared with 
95% of a lesser capacity in 1953. 
Output of alloy and stainless steel 
which utilized the company’ s ferro 
alloys declined 30%. The corpora- 
tion’s deliveries of uranium prod- 
ucts to the Atomic Energy Com- 
mission during the year was 
stepped up considerably as a re- 
sult of additional milling ca- 
pacities at its two vanadium- 
uranium mills. In Southern 
Rhodesia additional chrome ore 
claims increasing the corpora- 
tion’s reserves were purchased 
during the year. 

Net sales for the 3 months to 
March 31, 1955 increased to 
$12,232,634, net profit was $1,- 
052,786, equal to 93 cents per 
share based on 1,132,703 common 
shares outstanding. This compares 
with net sales for the same quar- 
ter of the preceding year of 
$8,754,258, net profit $726, 416, 
equal to $1. 30 per common share 
based on 558,966 common shares 
then outstanding. Prospects for 
the balance of the year are favor- 
able. 

Dividends including extras to- 
talled $1.30 a share in 1954 and 
35 cents quarterly is the current 
rate. 


United Engineering 
& Foundry Company 
“Under my subscription I believe I 
have the privilege of inquiring regard- 
ing a certain number of stocks at rea- 
sonable intervals. At this time I would 
like to be informed in regard to United 
Engineering & Foundry Co.” 


B. R., Rochester, N. Y. 

United Engineering & Found- 
ry is one of the nation’s largest 
producers of heavy machinery. 
Although the company’s activi- 
ties are devoted largely to de- 
signing and building rolling mills 
and related equipment, it extends, 
through its subsidiaries, to the 
construction of equipment for the 
manufacture of paper, rubber 
and plastics, and crushing, grind- 
ing, pulverizing and mixing ma- 
chinery for various other in- 
dustries. 

The president of the company 
reports that first quarter 1955 
earnings were equal to 21 cents a 
share. Orders booked since the 
first of the year are about 24% 
higher than last year and backlog 
at the end of April amounted to 
about $41,800,000 against $41,- 
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600,000 at the start of the year. 
On April 26, stockholders voted 
to increase authorized indebted- 
ness to $15,000,000. Company 
said debt limit increase will pave 
way for a two-year expansion and 
modernization program to cost 
$8,000,000 to $9,000,000. Bank 
loans were arranged to meet cost 
of program, which will cover all 
company plants. Amount of au- 
thorized indebtedness not used for 
program will be available for any 
future expansion program that 
may be deemed advisable. 

Total net sales for the calendar 
year 1954, amounted to $58,068,- 
808. Although this represents a 
decline of 28% compared with net 
sales of $80,702,298 in 1953, net 
earnings for 1954, after Federal 
and State income taxes, were 
$3,415,372 as compared with 
$3,806,031 earned the previous 
year. Net income for 1954, after 
preferred dividend requirements, 
was equal to $1.37 per common 
share as compared with $1.52 in 
1953. 

In addition to the dividend of 
$7.00 per share paid on preferred 
stock, the company paid two 
quarterly dividends of 25 cents 
each and two of 20 cents, or a 
total of 90 cents per share on its 
common stock. Dividends total- 
ling $1.00 per share of common 
stock were paid in 1953. Divi- 
dends at 20 cents quarterly have 
been paid thus far in the current 
year. The company has main- 
tained an unbroken dividend pay- 
ment record through its 54 years 
of existence. 


Net working capital as of 
December 31, 1954 was $16,661,- 
590 as compared with $15,156,876 
at the end of 1953. 

The present backlog of orders 
represents a volume sufficient to 
maintain good operation of its 
plants at least through the first 
three quarters of 1955. According 
to the company, prospects for new 
business are improving and with 
the increased sales effort being 
applied, the company is looking 
forward to satisfactory opera- 
tions throughout the year. 


Van Norman Co. 


“As a subscriber to your magazine I 
am interested in late information re- 
garding Van Norman Co. I shall appre- 
ciate whatever recent data you have on 


them.” 
M. P., Norfolk, Virginia 
Van Norman Company special- 
izes in the production of milling 
and grinding machines, auto re- 
pair equipment and a variety of 


items. Past earnings have bee, 
cyclical and downward in recep} 
years. 

Consolidated net sales for 1954 
of the company and its subsidi. 
ary, Morse Twist Drill & Machine 
Company, were $16,933,697, and 
net profit was $323,898, after alj 
charges and including a credit 
adjustment of $179,894, equal to 
87 cents a share on the 374,000 
shares of common stock. 

In 1953, the company had con. 
solidated net sales of $25,581,691 
and a net profit after all charges 
of $892,197, equal to $2.41 4 
share. 

The sharp decline in earnings 
last year was due in part to an 
exceptionally large investment for 
research and development work 
on new machines. In a broader 
way, it was due to a widespread 
decline in the machine too! and 
equipment industry. Since the 
latter part of 1954 the inflow of 
orders and inquiries indicates that 
Van Norman’s outlook has im. 





proved. In addition, the trade 
interest in the company’s new) 
machines and Morse tools makes| 
for some optimism expressed by 
officers of the corporation. The 
company is giving serious con- 
sideration to further expansion 
within the machinery and _ tool 
industries for purposes of greater 
diversification through the pos- 
sible acquisition of other com- 
panies. 

Stockholders subscribed for 
121,158 of 124,667 units of com- 
mon stock and warrants offered 
by the company under rights 
which expired April 7. These 
rights enabled stockholders to 
purchase one additional share of 
stock for each three shares held 
plus a warrant to buy an addi- 
tional share at a specified price 
over a 10 year period. The price 
was $14 a unit. Each warrant 
entitles holder to buy one common 
share on or before March 31, 1965 
at $16.50 a share. 

For the 12 weeks to March 26, 
1955 net sales were $4,204,378, 
net after taxes $107,289, equal t 
29 cents per common share ot 
374,000 shares outstanding. Thi 
compares with the corresponding 
period of the preceding year when 
net sales were $4,492,266, net 
after taxes $97,858, equal to 2 
cents per common share based 0! 
370,000 shares then outstanding 

Dividends in 1954 were $1.01 
per share and 25 cents quarter! 
has been paid thus far in tht 
current year. 
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Business Prospects 
for Second Half 





(Continued from page 514) 


Under conditions of a rather 
general booming economy, some 
strains in credit have been noted. 
This is partly the result of de- 
mands arising from the steady 
rise in business volume; the climb 
in consumer credits to over $32 
billion, a 10% gain in the past 
year; and the enormous volume 
of mortgage debt which has risen 
to over $80 billion, a rise of nearly 
$15 billion in 18 months. The 
speed of this increase in mort- 
gage debt is the object of concern 
to officials in the government and 
to private lending interests. Un- 
doubtedly, there is an element of 
weakness here and some stric- 
tures with respect to granting 
credit for such purposes seem in- 
evitable. In that case, we should 
expect a leveling off next year in 
home construction as free and 
easy crédit becomes a thing of the 
past. 


(The above survey covers the 
broader aspects of the business 
situation. A detailed analysis of 
the position of the leading indus- 
tries will be found in our current 
series “Mid-year Dividend Fore- 
cast”’.) 


There is no doubt as to the 
vitality of the upsurge in business 
over the past year, and particu- 
larly during the second half, 
which surprised most observers 
not only by its dimensions but by 
its speed. Trends as broad as this 
are not easily stopped nor do they 
stop suddenly, as the forward 
momentum is too great. Appar- 
ently, the general public is acting 
on the belief that general pros- 
perity is here to stay for a very 
considerable period. However, it 
is undeniable that the very force 
of the upward movement has 
created new stresses, particularly 
in the money and credit struc- 
ture. Furthermore, there is some 
suspicion that part of the heavy 
buying this year, especially in 
durables such as automobiles, air- 
conditioners, TV, etc., has been 
borrowed from next year. Appar- 
ently, the great manufacturers do 


* not agree with this kind of think- 


ing as they are making prepara- 
tions for an even bigger year 
than 1955. Whether their expec- 
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tations will be borne out in full 
obviously cannot be determined 
at this stage, but it is more likely 
than not, at least, that the total 
volume of business for the second 
half of the year will come close 
to approximating that of the first 
half, though individual industries 
may not be able to maintain their 
present pace. 


Notwithstanding this favorable 
interpretation of the outlook over 
the next few months, it would be 
prudent to calculate on a let- 
down, though perhaps of minor 
proportions, in the early part of 
1956. The record of business in 
the United States for the past 
half century indicates that in 
peacetime every strong business 
boom inevitably meets with re- 
sistance when a substantial por- 
tion of consumer buying has been 
satisfied for the time being. We 
are now commencing to arrive at 
this point, a process likely to be- 
come more visible after the turn 
of the year. —END 





Bank Stock Outlook 
at Mid-year 





(Continued from page 525) 


serve Board Chairman Martin 
and Federal Deposit Insurance 
Corporation Chairman Cook both 
suggested that present law should 
be strengthened to give them 
broader authority over bank con- 
solidations. However, these and 
other authorities, including the 
U. S. Attorney-General and vari- 
ous State Banking Superintend- 
ents, who are investigating the 
matter do not claim that all mer- 
gers among large banks should 
necessarily be prohibited as tend- 
ing to lessen competition and to 
create a monopoly. Experience 
has in fact been to the contrary 
in the case of localities where a 
number of banks remained; the 
mergers resulted in intensified 
competition among the banks, sat- 
isfaction among their sharehold- 
ers’ and broadened service to the 
public. 


In view of the good results that 
have come from bank mergers in 
the past, there seems little dan- 
ger of drastic action to curb this 
type of natural economic growth. 


Some Special Situations 
Bank of America, with head- 


quarters at San Francisco ani 
over 550 branches throughoy 
California, is the country’s No, | 
size bank. It has an impressiy 
record of growth over recep 
years in both resources and earp. 
ings. B.ofA. conducts a completd 
“department store” type of bank 
operation, including a large say} 
ings deposit business which if 
handles without having competi. 
tion from the big savings bank 
such as the mutuals in New York 

Chase Manhattan Bank became 
the second largest in the U. § 
and the largest in New York a; 
a result of the merger on Mare) 
31 of Chase National Bank with 
the Bank of Manhattan Company. 
The annual dividend rate of $2.2) 
annually is somewhat higher than 
paid on the old stocks of either 
bank. The merger brought about 
substantial expansion and diver. 
sification in the business of New 
York City branches now number. 
ing 95, in domestic commercial 
and bank correspondent business, 
and in head office foreign busi- 
ness. : 
First National City Bank of 
New York, now ranking No. 3, 
represents a change of name from) 
the National City Bank following) 
its purchase for cash of the First! 
National Bank on March 30. It 
operates 73 New York City 
branches and 58 branches in 
twenty countries overseas. The 
bank pioneered among commer: 
cial banks in both thrift accounts 
and personal loans, and has shown 
consistent long-term growth aside 
from the recent merger which 
was the first since 1931. Annual 
dividends have been increased to 
$2.40, including City Bank Farn- 
ers Trust Company. 

A merger has been propose( 
between the First National Bank 
of Philadelphia and the Pennsyl. 
vania Company for Banking ané 
Trusts to form the First Penn- 
sylvania Banking and Trust Con- 
pany. If approved by meetings of 
the respective shareholders on 
September 19 this will create 
Philadelphia’s first billion dollar 
bank. — EN) 











In The Next Issue 


MIDYEAR DIVIDEND 
FORECAST 


Covering: 


Elect.-Farm-Office-Railway | 
Equipment Companies 








THE MAGAZINE OF WALL STREE! 











high 
carb 


buili 
nary 
flak 
fron 
toa 
fore 


engi 


lem 
ViSC 
flak 
clea 
tior 
pro 





New 
aber- 
cial 
ness, 
busi- 


ke of 





0. 5 


from” 
wing) 


First! 
0. It 
City 
s in 

The 
mer: 
yunts 
10Wn 
aside 
vhich 
inual 
ad te 
arm- 


osed 
3ank 
nsy!- 
+ and 
-enn- 
Com- 
gs of 
5 On 
reate 
lollar 
—END 


—— 





-PISTON © 


_ pean looking at one of the big 
problems in the operation of today’s 
high-compression engines. ..“*corn flake” 
carbon deposits on the head of a piston. 

These troublemaking deposits tend to 
build up in modern engines when ordi- 
nary oils are used. The edges of these 
flakes, as shown in the diagram, curl up 
from the surface of the piston and heat 
toa red glow, igniting the fuel charge be- 
fore the spark plug fires. As a result, the 
engine loses power and wastes gasoline. 

Tomany, the only solution to this prob- 
lem has seemed to be the use of multi- 
viscosity oils which do not form “‘corn 
flake” deposits. But Gulf’s research has 
clearly indicated that this is not a solu- 
tion, but the beginning of a new set of 
problems, 


Exhaustive tests of leading multi-vis- 
cosity oils showed that the thickener used 
to bolster the viscosity of these oils forms 
heavy deposits on intake valves. It also 
starts to break down within as few as 25 
miles of service so that the oil loses its 
efficiency. 

So Gulf chose to go the “‘single-range” 
route with a new motor oil, in three spe- 
cific grades, that controls carbon. This 
completely new oil has natural viscosity. 
That is, it contains xo artificial thickeners 
that break down in service. 


New GULFPRIDE H.D. SELECT is su- 
per-refined by Gulf’s exclusive Alchlor 
Process to refine out unstable hydrocar- 
bons, commonly present in motor oil, 
thatcausesludge, “corn flakes,” and other 
objectionable deposits. It assures lower 


The case of the 
“corn flakes” in the engine 





oil consumption than the multi-vis “‘all- 
season” oils and provides the toughest 
protective film ever developed in a motor 
oil. 

New Gulfpride H.D. Select Motor Oil 
is another example of how Gulf is con- 
stantly developing new and better prod- 
ucts for the benefit of the public it serves. 





Gulf Oil Corporation + Gulf Refining Company 
General Offices, Pittsburgh, Pa. 














*Poaching’”’ In 
Industrial Diversification 





(Continued from page 517) 


but was outbid. Borden, its rival, 
long ago moved beyond the food 
field into chemicals, turning out 
such things as adhesives, resins 
and industrial chemicals. 


Food On Your Clothes 


Corn Products Refining Co. 
generally is known as the largest 
corn refiner in the country, but 
it is not always realized that this 
company long has carried on a 
dynamic research program de- 
signed to develop new products, 
many of them destined for non- 
food fields. One item that is doing 
extremely well is Zein, which is 
made from a by-product in the 
corn-refining operation and is the 
raw material for Vicara, a syn- 
thetic fiber. The fiber’s ability to 
absorb moisture makes it espe- 
cially desirable for use as a blend 
with non-moisture absorbing syn- 
thetic fibers. Corn Products now 
has a list of well over 100 poten- 
tial new products and calculates 
that if it can get 10% of these 
to click, then its efforts will have 
been handsomely rewarded. Among 
its discoveries is an industrial use 
for dextrose as a binder in mak- 
ing cores for castings, at a price 
below linseed oil, which also is 
used as a binder. Zein already 
is an established industrial prod- 
uct for cork binding, printing-ink 
manufacture, shellacreplacements, 
over-print varnishes, paper coat- 
ings and others. 

The food field has no stauncher 
believer in diversification than 
Harry A. Bullis, chairman of the 
board of General Mills, Inc., who 
reasons: “The pyramid stands, 
the obelisk falls.”” He has carried 
over this philosophy into the op- 
erations of the century-old milling 
concern. As for results, the jury 
is still out. General Mills has 
reached out far beyond traditional 
lines and drawn back too. To but- 
tress earnings power, the com- 
pany, which brings down to net 
profit little more than 2 cents out 
of the sales dollar, has tackled a 
conglomeration of businesses. One 
of its new endeavors is mechani- 
cal products for the military. The 
company decided years ago to 
compete with appliance manufac- 
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turers, but disposed of that busi- 
ness last year because it would 
have required a greater invest- 
ment than prospects appeared to 


justify. General Mills also ac- 
quired a few years ago a sponge- 
making firm and dabbles in chem- 
icals. A study of the record 
provides no evidence that this 
hodge-podge has bolstered impor- 
= the small net per dollar of 
sales. 


Diversify or Die 


Financial editors of newspapers 
have been scolded for “leaving 
out” of their stock tables such 
companies as American Locomo- 
tive. These editors have been pa- 
tiently explaining to readers that 
American Locomotive now is Alco 
Products. This 118-year-old maker 
of railway equipment changed its 
name this year to reflect its in- 
creased diversification. Last year, 
over three-fourths of the com- 
pany’s products were in new lines, 
including 18 new products di- 
rected to the power, chemical, 
petroleum and nucleonic markets. 

Nor is that company an un- 
usual case, for the entire rail- 
equipment industry has_ been 
beating a hasty retreat in the 
post-war decade from its custom- 
ary line. Wall Street investment 
bankers, in answer to a survey 
undertaken in 1953, counseled the 
industry to diversify or go out of 
business, as a result of the dearth 
of orders from the carriers. 

American Car and Foundry, a 
leader in the railway car-building 
business as far back as the 19th 
Century, didn’t need Wall Street 
to tell the company to diversify. 
The company long before had de- 
cided to move into the atomic 
energy, aircraft, electronic and 
other fields far removed from rail- 
roads, although continuing to be 
a factor in its market of origin. 
But don’t look for American Car 
and Foundry in the stock tables 
—it now is ACF Industries, Inc. 
Pullman, giant of the rail-equip- 
ment field, has kept its name and 
a sizable chunk of the money it 
received from the forced sale of 
its sleeping-car business to the 
rails. But Pullman also has sought 
other fields while continuing to 
build cars. In its M. W. Kellogg 
Co. it has a builder of refinery 
plants and processes for the petro- 
leum industry, a manufacturer of 
plant and equipment for the 
chemical industry and a factor in 
plastics. Trailmobile, acquired by 


Pullman in 1951, is the secon 
largest builder of truck-trailey; 
in the country. Pullman also doe; 
construction and engineering wor; 
for the Atomic Energy Commis. 
sion. 


Away From A Single Custome; 


When Edward O. Boshell be. 
came president and chairman of 
Westinghouse Air Brake fow 
years ago, he entered a busines; 
which, though a leader in the field, 
was dependent on a single indus. 
try—the railroads. He started di. 
versifying and expanding its 
traditional railway-breaking and 
signal-equipment business _ into 
new and profitable fields. Ty 
fortify his plan and program, $25 
million in excess working capital 
reposed in the corporate treasury. 
One of America’s oldest enter. 
prises (it introduced the Saturday 
half-holiday), the firm had spent 
82 years designing and fabricat- 
ing an extensive line of compli. 
cated equipment, all of which 
involved human safety. With rail- 
road business lean, Mr. Boshell 





proposed to use that know-how 
In new endeavors. It was quicker 
and cheaper to buy these products 
than to develop them. In rapid 
succession, therefore, while look- 


ing over almost a hundred com-| 


panies, he bought four. The con- 
pany now is no longer dependent 
on the carriers alone—it has elec. 
tronics, combustion engines for 
the petroleum industry, tools for 
mining and construction, high- 
way building equipment and 
scores of other items. To top it 
off, the company in recent months 
has become an important factor 
in the field of atomic energy. 

To sum up, the rail-suppliers 
now are in a position to work 
both sides of the street—the new 
growth industries and the old car: 
riers. Indeed, the railroads art 
back in the market for rolling 
stock and sundry items as busi- 
ness booms. Already, a congres- 
sional group has begun public 
hearings to find out why the 
government’s rapid tax amortiza- 
tion program hasn’t produce( 
more freight cars. A report ha‘ 
been readied charging the tax in 
ducement has failed to get from 
the railroads the freight-car ex: 
pansion essential to defense needs 
So the car-builders now may look 
forward to heavy car orders, it: 
cluding new lightweight passer: 
ger trains. 

(Please turn to page 556) 
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73 Branches in Greater New York 





Statement of Condition as of June 
ASSETS 


CasH, Go_p anp Due From Banks 

Untrep States GoveRNMENT OBLIGATIONS . 
OBLIGATIONS OF OTHER FEDERAL AGENCIES 
STATE AND MunicipaL SECURITIES . 

OTHER SECURITIES . . 

Loans AnD Discounts. . . ., 

Rear Esratre Loans anp Securiti 

Cusromers’ Liapitity ror ACCEPTANCES 
STock In FEp! Reserve BANK . ... 


OwNERSHIP OF INTERNATIONAL BANKING 
CoRPORATION 
Bank Premises 
Irems In TRANSII 
OTHER ASSETS 
Total 


LIABILITIES 
Deposits oo» ee - 
LIABILITY ON ACCEPTANCES AND 
a are wh ws 
Less: Own AcCCEPTANCES IN 


PorTFOLIO 27,623,018 


Dvr To Foreign Centrat BANKS . 
(In Foreign Currencies) 
RESERVES FOR: 
UnearneD Discount anp OrHerR UNEARNED 
INCOME is ee OO ys’ ss ae 
Payments Unper AGREEMENT OF MERGER 
Datep Marcu 1, 1955 —_ 
Interest, Taxes, OrHER ACCRUED 
EXPENSES, ETC.. 
DivipEND 


CapiraL. i... «w es $200,000,000 
(70,000,000 Shares—$20 Par) 
SURPLUS. Co. 300,000,000 
Unpivivep Prorirs . 56,078,400 
Total 


Figures of Overseas Branches are as of June 25 


other assets are pledged to secure Public and Trust Deposits 
purposes required or permitted by law. 


Member Federal Deposit Insurance Corporation 





administration of trust functions 





Capital Funds $32,321,580 





BANK 


Head Office: 55 Wall Street, New York 


59 Branches Overseas 


30, 1955 


21,629,936,191 
l, (56,990 


9. 
5,738,966 
553,358,984 
127,201 ,545 
2,641 ,050,349 
32,923,095 
42,928,170 
15,000,000 


~) 


l 
‘ 
4 
g 


7,000,000 
33,068,518 
304,043 
8,421,608 


£6,855,988,459 


$6,174,785,823 


44 385,698 
19,193,300 


22,884,890 


as, 


1,641,200 


31,519,148 
5,500,000 


556,078,400 


26,855,988 459 


$561,131 ,943 of United States Government Obligations and $20,712,000 of 
and for other 


Affiliate of The First National City Bank of New York for separate 
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“Poaching’”’ In 
Industrial Diversification 





(Continued from page 554) 

The lesson from all this would 
seem to be that there is any num- 
ber of reasons for straying from 
the fold and the greed of the “‘fast- 
buck operator” is but a negligible 
part of a trend in business that 
may be expected to continue. 
While, generally, the research lab 
must be credited with the up- 
heaval, it can also be attributed 
to dire need, as in the instance of 
rail equipments. The answer, at 
other times, is to be found in the 
quest for greater earnings power 
by companies whose finances are 
strong, but whose management is 
unhappy about the return on in- 
vested capital. In yet other cases, 
the fence-jumpers are prompted 
by a desire to get away from de- 
pendence on a single customer 
whose business is cyclical or just 
plain sick. A lot of people who 
never heard of the Bullis philo- 
sophy are learning, nevertheless, 
that the pyramid does stand and 
the obelisk has a tendency to fall. 





New Oil from Old Wells 





(Continued from page 527) 

at 15,000 feet, surpassing, so far 
as depth goes, Phillip’s Grady 
County, Okla., that flowed oil at 
13,804 feet. The deeper drilling 
trend has been going on for the 
last few years and is expected to 
continue with oil industry pushing 
drills down to greater and greater 
depths. 

Equally important with the de- 
velopment of new methods of find- 
ing oil has been the progress in 
recovery techniques as a result of 
fundamental research projects 
carried out under the sponsorship 
of the American Petroleum Insti- 
tute. This work has led to increas- 
ed understanding of the produc- 
tion process called gas cycling, 
which ultimately will recover tens 
of millions of barrels of high- 
quality condensate which other- 
wise might have been lost. 


Tidelands Development 


While the oil producers continue 
to maintain a fast and furious 
pace in land drilling, activity in 
offshore drilling in the tidelands 
area is also being stepped up. 
There the problems of locating oil 
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fields and drilling are complicated 
by the necessity of exceptionally 
sturdy equipment to withstand 
the force of waves and winds that 
sometimes blow at _ hurricane 
speeds. Even in sheltered or in- 
land waters, a barge for shallow 
drilling is likely to cost somewhere 
in the neighborhood of $225,000. 
For very deep drilling, a custom- 
built barge may range from 
$1,250,000 to $1,500,000. In some 
instances, in offshore drilling, a 
platform large enough to house all 
equipment and personnel is built, 
mounted on steel piers that have 
been sunk in the soil underlying 
the waters. The largest such plat- 
form constructed to date cost 
more than a million dollars, but it 
has its advantages. From this 
base, aS many as seven wells can 
be drilled at an angle, or as the in- 
dustry puts it, directionally. Other 
innovations for deep-water opera- 
tions are confidently expected as 
oil men and rig manufacturers 
strive to cut down the fantasti- 
cally high cost of drilling at depths 
beyond the 100-foot mark that 
many believed was the maximum 
practical for submersible barges. 
One cannot review the Ameri- 
can petroleum industry without 
becoming impressed to some de- 
gree by the dynamism character- 
izing all phases of its operations 
and which reflects the growth pos- 
sibilities in the steadily rising de- 
mand for oil and natural gas, and 
the added potentials in the contin- 
ued development of petrochemi- 
cals. This is basic to the improved 
investment status of the securities 
of large and established compa- 
nies in the industry. —END 





Variable Profit Margins 
Among Food Companies 





(Continued from page 532) 


following the war was aided by 
the supermarkets and the promo- 
tion of new products. 

We have charted the postwar 
growth and now for a look-see at 
the decade ahead. Assuming a 
peaceful world, it would appear 
that food processors will give in- 
creasing attention to research. 
There will be more convenience 
foods, advances in the technology 
of growing food and atomic sci- 
ence will be applied to growing 
and processing. Use of automatic 
processing will increase and dis- 
tribution will be made more 
efficient. 


Companies such as_ Gener, 
Foods, General Mills, Borden an; 
National Biscuit qualify as jp. 
vestment-type entities in a fielj 
that has more than its share oj 
“giltedge” issues. To the lis 
might be added many more, jp. 
cluding National Dairy Product 
and Corn Products Refining 
which split the stock and raise; 
the dividend this year. These com. 
panies have the common charac. 
teristic of benefiting from popula. 
tion growth, high consumer pur. 
chasing power and the stron 
preference for convenience foods 
In a field that is marked by kee 
rivalry, premiums, price-cutting, 
giveaways and costly promotions, 
the victory will go to those com. 
panies that are best financed, 
alert to consumer preferences and 
blessed with intense research. But 
even the so-called ‘‘weak sisters” 
should be helped by the emergence 
each year of 4 million babies, 

—EN) 





For Profit and Income 








(Continued from page 543) 


and were $11.42 a share last year 
They may be slightly higher this 
year. The stock’s present price is| 
only about 7% above its best 1939 
level. Against that, to illustrate 
growth possibilities in electric 
utilities, American Gas & Electric 
had 1939 earnings of $1.16 a 
share (consolidated) which rose 
to $2.52 in 1954, or by nearly 
120%, and may earn $2.75 t 
$2.80 a share this year. It paid 
dividends of 36 cents a share in 
1939 (adjusted to present capital- 
ization), which rose to $1.68 last 
year, or by over 360%. The pres- 
ent rate is $1.80, with a good 
chance for further increase either 
late this year or early in 1956. 
This will be the seventh consecu- 
tive year of higher annual pay- 
ments. Pointing up what uptrend 
earnings and dividends can do, 
the stock at 45 is about 136% 
above its highest 1939 level. That 
is nearly 20 times the net appre 
ciation in American Telephone 
over the same period. This com- 
parison is not intended to detract 
from Telephone. But when yol 
buy it, don’t expect appreciation. 
In it you get an excellent income 
stock (now at a medium-high 
price in its long-term range). In 
American Gas & Electric you get 
a sound income-and-growth stock. 
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New in outlook, old in character, successful in operation, 
* QCf Industries today links nearly 100 years’experience 
with the new profit opportunities of today’s advancing technologies. 


Our country and our country’s leading railways have depended on 
QC Ff Industries as a basic source of supply —wherever 
the experience and ability of a reliable, heavy-industry 

supplier was required. Recently new ventures in new fields have 
been undertaken which promise new potentials. 


What new fields any ce 


new ventures? 


An opportunity to participate in a wider area of American Industry’s 
expanding economy .. . electronics, nucleonics, aviation, carburetion, 
automation and specialized valve equipment. 

QCf Industries’ fiscal year, closed April 30, 1955, marks a twelve-month 
period of constructive corporate operation, but more 

important, it also marks the beginning of an anticipated 





with the promise of the future 
ia’ 


Summary of the ——— 
56th ANNUAL REPORT 


for the fiscal year ended April 30, 


Net Sales . 

Payroll . 

Materials and Services 

Depreciation . 

Income before Taxes 

Taxes . 

Net Income . 

Earnings per Share: 
Preferred* . 
Common* . 


*“Computed on 
Common shores 


the basis 


outstond 


1955 
$190,774,346 
66,630,139 
103,641,473 
4,523,197 
15,979,537 
9,124,217 
6,855,320 


14.57 
6.62 


of the Preferred and 


ng at April 30, 1955 





expansion in the allied fields of transportation and communications. 





INCORPORATED 
of the Revolutionary New Talgo Train Built by acf 
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15 Companies With 
Earnings Increase Assured 





(Continued from page 519)’ 


more than token benefit because 
their total plant investment is 
small in relation to output and 
earnings. 

The air transport industry has 
long been enjoying benefits simi- 
lar to those of accelerated amorti- 
zation. Writing off equipment over 
a seven year period in accordance 
with CAB requirements, the lines 
have been generating enough cash 
to permit aggressive expansion of 
their fleets without resort to 
burdensome financing. Fully de- 
preciated aircraft, furthermore, 
have provided additional cash by 
being sold at a price well in excess 
of the book carrying value. This 
was true of the DC-3’s and DC-4’s 
and would be just as true if cur- 
rently used planes had to be sold 
soon. George T. Baker, president 
of National Airlines reports that 
the market value of his current 
fleet is approximately double the 
book value. With Eastern Air 
Lines keeping the most conserva- 
tive books in the industry, it is 
estimated that if seven instead of 
five year depreciation rates had 
been followed for its fleet, the 
company could have added about 
$1.50 a share to its 1954 reported 
net of $2.81 a share. American 


Airlines 1954 net income of $1.51 
a share was reduced 41¢ by rapid 
depreciation. 

A carefully selected list of com, 
panies which are among the im- 
portant beneficiaries of the accel- 
erated amortization program has 
been compiled and included in the 
accompanying table. A brief de- 
scription of each of them follows: 





Allied Chemical & Dye, one of 
the largest producers of basic 
chemicals has pursued a vigorous 
expansion program since the end 
of 1950. Capital expenditures 
reached a peak of $135 mililon in 
1953 and have been declining 
since. Total depreciation of $31.6 
million (including $15.3 million 
of rapid amortization) was large 
in relation to $43.1 million of net 
income. 

Starting-up difficulties on most 
of the projects have been largely 
overcome and availability of the 
new facilities places the company 
in an advantageous position to 
benefit from improved sales. 


Aluminum Co. of America sales 
continue to rise spectacularly with 
shortages of aluminum product 
seeming to insure further growth. 
Having initiated and virtually 
completed $460 million of new ex- 
pansion since 1951, the company’s 
charges are quite heavy. Net in- 
come last year of $2.19 a share 
(adjusted to shares now outstand- 
ing) would have been about 80¢ 
higher were it not for the rapid 














RICHFIELD 
O¢vl Corporation 


Executive Offices: 555 South Flower Street, Los Angeles 17, California 


RICHFIELD 
Atvidend notice 


The Board of Directors, at a meeting held July 11, 1955, 
declared a regular quarterly dividend of 75 cents per share 
on stock of this Corporation for the third quarter of the 
calendar year 1955, payable September 15, 1955, to stock- 
holders of record at the close of business August 15, 1955. 


Cleve B. Bonner, Secretary 











558 





amortization. 

Earnings should show a good 
increase due to recent price ip. 
creases and added emphasis op 
fabrication of wide profit margip 
specialties. 


Anaconda Co. had peak expen. 
ditures of $67.3 million in 1952 
and $66.9 million in 1953 which 
declined to $54.8 million in 1954, 
Amortization this year should 
rise over the $22.9 million of 1954 
but then start to slip. Expendi- 
tures have helped minimize de. 
pendence of the company on 
foreign operations. They will 
make the company an important 
factor in the aluminum and ura- 
nium fields. 


Babcock & Wilcox has been a 
recent favorite because of its ac. 
tivities with the atomic energy 
program. Actually, the company 
will benefit from the growth of 
power generation of almost any 
kind. Good earnings pick-up is 
due by the end of the year re. 
flecting renewed utility ordering 
and the time lag needed before 
delivery can be made. 





Celanese Corp. of America, as 
the largest producer of cellulose 
acetate yarns and fibres has been 
suffering from overexpansion of 
productive capacity. As output is 
lifted and rates of operation rise, 
activity will become more efficient 
and increase earnings. 


Climax Molybdenum has been 
expanding its basic activities with 
a goal of doubling the 1951 mo- 
lybdenum producing capacity. 
Sales are made to the steel indus- 
try for automotive and machine 
tool use. Profit this year should 
be aided by higher prices insti- 
tuted at the start of the period 
and by greater output. Important 
activities are also in uranium- 
vanadium and petroleum produc: 
tion fields. 

Peak capital expenditures were 
made in 1952 which have since 
declined resulting in peak amorti- 
zation in 1955. As a consequence 
of capacity operations and of cash 
return through the effect of ac- 
celerated amortization working 
capital should increase substar- 
tially this year. 


Dow Chemical expansion has 
been heavy and reflected in the 
depreciation account which is sev: 
eral times larger than reported 
net income. Its record shows Dow 
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to be the fastest growing general 
industrial chemical company in 
the country. 

Higher sales and better profit 
margins are anticipated in the 
current fiscal year than in the one 
which ended May 31, 1955. 


Eastern Air Lines has been pro- 
ducing record revenues and earn- 
ings despite heavy equipment 
charges because its large fleet is 
capable of meeting a strong pas- 
senger demand. Total deprecia- 
tion charges of $24 million com- 
pared with net income of $7.2 
million in 1954. 


Koppers Co. Dependent on the 
steel industry for its market until 
recent years, operations have been 
volatile. Recent building has been 
concentrated on expansion of the 
chemical division which is ex- 
pected to be the most important 
unit of the company within a few 
years. 

Profit last year was depressed 
to $2.77 a share while rapid write- 
off accounted for 67¢ of the de- 
cline. Present indication is that 
earnings for 1955 should be at 
least $1 a share more than 1954’s 
results. 


Lehigh Portland Cement. Ex- 
pansion has been aggressive with 
capacity at the end of 1956 ex- 
pected to be 2614 million barrels, 
an increase of 37 per cent since 
1946. Despite the expenditure of 
$66 million between 1946 and 
1954, the company was debt free 
at the end of the period with only 
19 million shares of common as 
the sole class of stock. 


Monsanto Chemical is a well di- 
versified chemical company which 
has a sales-minded management 
as exhibited by the push behind 
All, a new detergent. Following 
an industry readjustment in 1954, 
sales and earnings have recently 
been at high levels. 

Peak in additions to property 
was in 1952 when the net gain 
was more than $70 million com- 
pared with $41 million last year. 
Added growth is to be expected 
from joint ownership of Chem- 
strand, Shawinigan Resins and 
Mobay Chemicals. 


Republic Steel still has an im- 
portant stake in the steel indus- 
try as the third largest producer 
In that group but management 
admits that change is ever present 
and is exploiting titanium and 
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plastics as avenues of growth. 
Search for steel-making raw ma- 
terials has been exhaustive and 
successful. 

Capital expenditures totaled 
only $20 million last year although 
the company has spent $450 mil- 
lion since the end of World War 
II. Depreciation of emergency 
facilities is well along with $60 
million of $125 million permitted 
already written off at the end of 
1954 and well over $25 million 
to be charged this year. 


Sylvania Electric—Record sales 
and probably earnings are ex- 
pected this year. Company is 
sharing in better than anticipated 
black-and-white television set vol- 
ume. As one of the largest pro- 
ducers of replacement tubes, it is 
receiving substantial orders to fill 
the needs of the growing ranks 
of one and two TV set owners. 

Research has been carried on 
in electronics as well as atomic 
energy where the company has 
been working on fuels for re- 
actors. 


U.S, Steel hardly needs further 
description. The largest producer 
of steel and cement, it ranks high 
in coal and other extractive in- 
dustries. 

Expansion reached a peak in 
1952 when the company spent 
$469 million. By 1954, expendi- 
tures were down to $227 million 
and only $260 million was still 
authorized and unspent. 


Westinghouse Electric is one of 
the few electric-electronic pro- 
ducers to have a large investment 
in plant and equipment. A $300 
million expansion program, an- 
nounced in 1951 is now almost 
completed. Though accelerated 
amortization totaled $9.9 million 
last year, the company expects 
the charge to rise to $20 million 
this year and then quickly decline. 
Net income last year was $84.5 
million. 

Resumption of orders for gen- 
erating equipment by utilities is 
expected to aid sales and earnings 
materially in 1956. —END 


CORRECTION 

Acme Steel Co. was listed in the 
June 25 issue as undertaking fi- 
nancing through an offering of 
common stock. The 139,092 shares 
mentioned were offered by the 
estate of Ralph H. Norton, who 
was an officer and director. It was 
not an offering of the company. 





Amenican-Standard 


PREFERRED DIVIDEND 
COMMON DIVIDEND 
A quarterly dividend of $1.75 per share 
on the Preferred Stock has been de- 
clared, payable September 1, 1955 to 
stockholders of record at the close of 
business on August 26, 1955. 


A quarterly dividend of 35 cents per 
share on the Common Stock has been 
declared, payable September 24, 1955 
to stockholders of record at the close 










of b on 6, 1955. 
AMERICAN RADIATOR & STANDARD 
SANITARY CORPORATION 


FRANK J. BERBERICH 








RIO GRANDE VALLEY 
GAS COMPANY 


Brownsville, Texas 


DIVIDEND No. 29 


A cash dividend of five cents per share 
on the outstanding common stock of this 





corporation has been declared payable 
August 10, 1955, to stockholders of recor« 
| at the close of business July 15, 1955. 


W. H. MEREDITH, 


July 1, 1955 Treasurer 
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Beverage Makers 
Thirst For More Profits 





(Continued from page 538) 


increased to $4.1 million, or 96 
cents a share, from 1954 first 
quarter net income of $3.7 mil- 
lion, equal to 88 cents a share. This 
showing does not fully reflect the 
benefits which are expected to be 
derived from stepping up distri- 
bution of Coca-Cola for the so- 
called pre-mix vending machines 
nor the introduction of Coca-Cola 
for home consumption in the new 
26-ounce family size and a 
10-ounce bottle introduced early 
this year in a limited number of 
markets in various sections of the 
country. 

Coca-Cola, strongly entrenched 
in its particular field in the soft 
drink industry, has __ strong 
finances, and a sustained earnings 
and dividend record. 


PEPSI-COLA COMPANY 
which showed net income for 
calendar 1954 of $6.2 million, 
equal to $1.07 per share of capi- 
tal stock, a record high, and rep- 
resenting a steady climb in each 
year from the 22 cents a share 
earned in 1950, gives indications 
of establishing new record sales 
and earnings for 1955. This is 
substantiated by this year’s first 
quarter consolidated net income, 
after taxes, amounting to $1,170,- 
000, double that of the corre- 
sponding months of 1954, and 
being equal to 20 cents a share 
on currently outstanding stock. 
An important factor in this 
steady growth of Pepsi-Cola is 
its rapid expansion of its bot- 
tling division, owning and oper- 
ating 18 bottling plants in the 
U. S., and the rapid increase in 
the number of Pepsi-Cola bottlers, 
operating under franchises, which 
in 1954 opened 20 new plants in 
this country with 21 new plants 
being established in 14 foreign 
countries, bringing the total num- 
ber outside the U. S., to 223, lo- 
cated in 67 countries. Before the 
end of 1955, it is expected that 
19 more bottling units will be 
added to this total while 14 addi- 
tional domestic plants will be in 
operation. These will be aug- 
mented by 20 additional bottling 
plants on which work has already 
begun or which will be started 
this year. 

The growth achieved by Pepsi- 
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Cola to date and its rate of fur- 
ther expansion as indicated by 
its increasing number of bottling 
plants in this and other countries 
provides a means to gauge its 
long-term prospects. Indicated in- 
creased earnings in 1955 should 
provide a wide margin over the 
current annual dividend rate of 
90 cents. Growth prospects war- 
rant retention of the shares. 


The Liquor Industry 


There doesn’t appear’ to be 
anything in sight that might jus- 
tify taking a highly optimistic 
view of the distillers’ prospects. 
The Federal tax, amounting to 
$10.50 a proof gallon, established 
as an “emergency” rate in No- 
vember, 1951, is still in force and 
continues to prove, as it did from 
the beginning, a burden upon the 
industry. This is for the reason 
that the tax, on a “fifth” of 100 
proof rye or bourbon, comes to 
$2.10 and when this, together 
with the state tax, is embodied in 
the price to the consumer, it be- 
comes difficult for the distilling 
industry to add anything more 
to the retail price. Consequently, 
the distillers, in many instances, 
have not only had to absorb in- 
creased manufacturing costs, but 
to assume a portion of the tax, 
which, naturally enough, cuts 
profit margins on some products 
wafer thin. 

The situation isn’t made any 
easier on account of the unusually 
large inventories of aged whis- 
kies in bond on which the Federal 
tax has to be paid at the end of 
8 years. This has forced substan- 
tial withdrawals of stocks upon 
maturity, some of which has been 
bottled and put on the market 
either as 86 proof or bonded 100 
proof, under brand names new to 
the trade and sold at prices con- 
siderably under those asked for 
the older and better known 
brands. Some of the new brands 
are of excellent quality, although 
not measuring up to such whis- 
kies as “Old Taylor’, “Old Grand 
Dad” or “Old Crow”, three fa- 
mous brands of National Distil- 
lers, or Schenlev’s “T. W. Harper’’, 
or its “J. W. Dant” all bourbon 
whiskies and bottled in bond. 
Some of these brands, within the 
last year or two, have been intro- 
duced in the market as 86 proof 
whiskies, this move being made to 
meet the growing demand for 





straight whiskies by consumer; 
who, having once tasted the qualjpealit 
ity of aged straight whiskig 
shied away from the whiskey anj 
grain neutral spirits blends, e&. 
pecially the 24-76 combination 
that were put on the market im, Sale: 
mediately following Repeal. m 1954 
This trend in consumer pretf!He - 
erence for straight whiskies—gft!eoP@ 
or 100 proof—is an encouraging . © 
development for the producers ¢ pelling 
such products. Last year, bottled. brands 
in-bond and straight whiskief!” the 
represented 40% and _ spiri lit , 
blends 60% of total consumption, ec ‘th 
This is a gain of 15% for bonde and t 
and straight whiskies consump. began 
tion since 1950 and a loss of 15% |P!08Te 
by spirit blends. Undoubtedly, aver 
this trend will not only continue somes 
but is likely to accelerate at such oad 
a rate that within the next fer anon 
years consumption of bonded ani}!®e™ | 
straight whiskies will far surpas ey 
the consumption of blends. In the}P™Y *: 
meantime, however, high exci wed g 
taxes will continue, as will com. ant 
petition, which in all probability a on 
will force the distillers to appro- fe nt] 
priate increased funds for sale 
promotion in order to maintain 2 tsi: 
share of the consumer market. ‘ 8]: 
BROWN-FORMAN DISTIL.|P" 
LERS CORPORATION in its re 
port for the year ended April 30, 
1955, indirectly highlights the 
situation described above. Al be 
though sales for the year just 
closed represented the secont 
highest volume in its history, be 
ing $70.7 million compared with 
last year’s all-time peak of $735 
million, heavier expenses an 
competition cut into net earn 
ings. As a matter of fact, the 
downtrend was a continuation of 
that which set in during fiscal 
1954 in which year, notwithstand- 
ing record sales, net income fell tof!e | 
$2.70 a share from $3.20 reportei|* sha 
for the year ended April 30, 1953,#84!n 
In the 1955 fiscal year, net income $67,8: 
of $2.6 million, equal to $2.46 typic: 
per common share, was dowsfstton 
from the previous year’s $2.8 mil- this 
lion, the equivalent of $2.70 af tinue: 
share for the common stockj,th 
Among Brown-Forman’s brandsP@d. 
are “Old Forester”, outstandingP@st 
in the bourbon field, and “Early 
Times”, a popular-priced straight ce 
bourbon whiskey. Dividends of 2ijlly a 
cents quarterly—an ultra-conser bran 
vative rate, considering per sharéMar! 
earnings over a period of years—ftaptt 
should be maintained. The stock}Woul 
is worthy of retention. |prom 
(Please turn to page 564) or? 
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Peaities in Tobacco Outlook 














(Continued from page 536) 


Sales of cigars by the company 
Tin 1954 were about the same as in 
pref. the previous year. In Antonio Y 
:—8 Cleopatra, La Corona and Bock, 
aging the company has the largest- 
rs of selling bonded clear Havana cigar 
ttled. brands. Its EF] Roi-Tan is a leader 
skies in the important 10-cent field. 
spirit Bales of smoking tobacco again 
stion feclined in 1954 for the company 
nded and the rest of the industry, but 
ump. began to improve last winter and 
150, pprogress, continues. 

edly Over its long span, American 
‘nue Tobacco has never failed in any 
‘sud year to pay a dividend. Disburse- 
- fon ments have been on the way up in 
1 and recent years and now total $4.40 
pass annually. Sales last year declined 
n the only 1.82%, and then from the all- 
elas time peak reached in 1953, but net 
cai profit rose by 4.3% to $43,051,000, 
bility} ot $6.12 a common share. Sales in 
ppro- the first quarter of this year were 
ejoq Blightly ahead of the 1954 period 
aint pnd net rose to $9,330,000, equal 
‘et, |t0 $1.31 a share, from $8,967,000, 
* ‘pr $1.26 a share, in the first three 
TIL- months of 1954. 
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Phiiip Morris 











Business of Philip Morris has 
been adversely affected by three 
important factors — decline in 
tigarette consumption, unusual 
tosts attendant on consolidation 
of Benson and Hedges operations 
with its own, and the delays in- 
earn{icrent in developing and launch- 
the ing a popular-priced filter ciga- 
am of rette with a new type of packag- 
iping. 
tand| In the first three months of this 
Fel] tpyear the company earned 55 cents 
orteij# Share on sales of $57,424,000, 
1953)@2ainst 73 cents and sales of 
comelPo7,882,000 a year earlier. Yet, 
go.agitypical of the confidence and 
dowtsttong finances that prevail in 
2 milthis industry, Philip Morris con- 
70 aftinued to pay 75 cents quarterly 
stock}#2 the common. The company has 
randsPaid dividends on common for the 
ndingPast 28 years. 

Earl}, Philip Morris now is in the 
‘aight ange of changing from primar- 
of 2ily a one-brand firm to a multi- 
ynserprand company. Its_ long-size 
shar(Marlboro in a new pack that has 
ars—ftaptured the fancy of the public 
stockiWould appear to hold the greatest 
romise. Meanwhile, its Philip 
4) orris, regular and king, is up 
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among the leaders. Another of its 
brands is Dunhill, a king that 
comes with cork tip or plain. 
Spud is available for smokers of 
mentholated cigarettes. In the 
premium line, Philip Morris mar- 
kets such distinctive brands as 
Parliament, English Ovals and 
Player’s Navy Cut. The line is 
rounded out with a number of 
pipe tobaccos and the Benson and 
Hedges cigars. 


P. Lorillard Co. 


P. Lorillard Co., one of the 
oldest tobacco firms in the nation, 
appears to be on the way back 
this year, reflecting a program of 
stepped-up advertising and pro- 
motion. Consumer response to Old 
Gold filter kings has confirmed 
the wisdom of introducing a 
popular-price filter cigarette in 
addition to the high-filtration, 
premium-price Kent brand. Of 
the other two Old Gold types, 
king and regular, the long size 
has gained while the regular, in 
keeping with the trend for all 
other standard brands, has de- 
clined. As a token of its con- 
fidence in the future, the company 
has erected a new plant, which 
will go into production next 
March. Lorillard, which has 
strong finances, has reduced bank 
loans this year by $30 million. 





The health controversy swirl- 
ing around the cigarette industry 
led many to predict that cigar- 
smoking would be an important 
beneficiary. While cigars may 
have gained some “scared” ciga- 
rette-smokers, the switch has not 
been substantial. Domestic fac- 
tories in April turned out nearly 
442 million cigars, some 76.8 mil- 
lion fewer than in the previous 
month and 21.6 million under 
April, 1954. Production for the 
first four months of this year was 
53.4% below the 1954 period. 
Nevertheless, cigar men should 
do at least as well as in 1954, 
based on the favorable outlook 
for business generally (Helps the 
trend to more expensive stogies), 
new emphasis on smart packag- 
ing, sales promotion and market 
research. Outlook is for a steady 
growth in the business. Consider- 
ing the steady rise in cigar sales 
over the past four years, it is not 
unreasonable to expect that 7.5 
billion cigars will be sold yearly 
by 1960. Achievement of this goal 
would break no records. The in- 
dustry turned out about that many 


cigars in 1907, 1913 and 1917. But 
it would be the highest production 
since the record 8 billion cigars 
were made in 1920 and would rep- 
resent a far comeback from the 
1933 depression low of 4.3 billion 
units. Total last year was under 
6 billion. 

There are a couple of dozen 
fairly big makers of cigars today 
(many of the cigarette giants are 
equally prominent in this field) 
and more than 1,000 small ones, a 
decline of some 500 over the past 
few years. Many of the small ones 
fell by the wayside because they 
could not compete with the auto- 
matic machinery of the big fel- 
lows. Others were swallowed up by 
larger competitors in the process 
of consolidation which has gone 
on in the industry. Survivors are 
the remnant of an industry in 
which 27,000 firms flourished be- 
fore World War I. Around the 
mid-1930’s sales were about $225 
million a year, but since have 
soared to well over a half billion. 
This is still a cut below the majes- 
tic old days of $650 million, rung 
up annually in the first decades of 
the century. But the sales curve, 
which dropped steeply from 1920 
to 1936, has climbed ever since. 
In recent years, it has gone up at 
the rate of 2% per annum, In the 
last three years, an estimated 1.5 
million new customers were ac- 
quired. 


Hollywood, Winnie, Babe Help 


A long-time low-pressure pub- 
licity campaign must get partial 
credit for the resurgence of the 
cigar. The industry got help from 
such places as Hollywood, where 
once the villain smoked a cigar 
and now heroes puff them too, and 
from such assorted public figures 
as Winston Churchill and the late 
Babe Ruth, who made them so- 
cially acceptable. Bayuk Cigars 
even came up with an ad directed 
at womenfolk: “Be glad your hus- 
band smokes cigars.” A public poll 
was undertaken, showing 90% of 
American women no longer ob- 
jected to the practice. 

Bayuk, which makes Phillies 
and other brands, has found first- 
quarter earnings somewhat better 
than a year earlier and additional 
improvements appear in prospect. 
Bayuk’s unit sales of cigars in 
April—not including sales of two 
firms recently acquired—were up 
13.7% from April, 1954. General 
Cigar, which produces White Owl 

(Please turn to page 564) 
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Southern California 
Edison Company 


DIVIDENDS 


The Board of Directors has 
authorized the payment of the 
following quarterly dividends: 


CUMULATIVE PREFERRED STOCK, 
4.08% SERIES 

Dividend No. 22 

25/2 cents per share. 


CUMULATIVE PREFERRED STOCK, 
4.88% SERIES 

Dividend No. 31 

3012 cents per share. 


The above dividends are pay- 
able August 31, 1955, to stock- 
holders of record August 5. 
Checks will be mailed from the 
Company's office in Los Ange- 


les, August 31. 


P, C. HALE, Treasurer 


July 15, 1955 




















Are Sugar Stocks Any 
Sweeter? 





(Continued from page 540) 


an already unfavorable situation 
so far as Cuba is concerned is the 
movement on the part of main- 
land sugar cane and sugar beet 
growers to further amend the 
Sugar Act of 1948 in their favor. 

Possibly, the outcome will be 
some sort of a compromise ar- 
rangement which may not go into 
effect until January 1, 1957. The 
existing Sugar Act does not ex- 
pire until the end of 1956. Cuba, 
under the quota alloted to it for 
this year, is permitted to sell in 
the American market a total of 
2,667,84 short tons of sugar, raw 
value. At the present time, her 
stock on hand is approximately 
5,646,718 short tons, raw value. 
This is after deducting sales for 
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local consumption, exports to 
countries other than the U. S., and 
about 1,210,136 short tons to this 
country. Out of stock on hand, 
her quota allows for 1,457,704 
tons for export to the U. S., which 
leaves about 4,189,014 tons she 
will have to sell in world markets, 
carrying any unsold balance over 
into 1956. That balance could well 
be in excess of the 2,133,845 short 
tons she had on hand at the be- 
ginning of 1955. 

The over-all situation confront- 
ing the sugar growers certainly 
provides little, if any ground, for 
optimism over the immediate out- 
look, particularly those companies 
operating Cuban mills, although 
operating economies made pos- 
sible by lower Cuban wage scales 
and savings through adoption of 
bulk loading of sugar should aid 
such companies as Cuban Atlan- 
tic, West Indies, and Cuban 
American. The outlook for Puerto 
Rican producers is more encour- 
aging. Those in this group should 
be able to hold earnings this year 
on a level comparable with that of 
last and dividends should be main- 
tained at current rates. 


The Domestic Refiners 


Domestic processors of sugar 
beets completed their 1954-55 
fiscal years last February or 
March with, for one reason or 
another, varying results when 
compared with the previous 12 
months’ period. American Crys- 
tal, the third largest of the beet 
sugar producers, with total sales 
of $42.8 million, up from $39.7 
million for the preceding year. 
Although volume of sugar sales 
for fiscal 1954-55 were 10.5% 
higher than in 1953-54, prices of 
refined sugar were lower due to 
a drop in raw sugar prices which, 
together with highly competitive 
conditions in the Rocky Mountain 
and East territory, reduced the 
price of refined beet sugar in 
those areas from $8.45 ewt., pre- 
vailing in July to $8.10 by Sep- 
tember with this quotation pre- 
vailing up to March 31, 1955. As 
a.result, earnings on the common 
stock for the year ended last 
March fell to $2.62 a share from 
$3.16 a share for the previous 
year. Some improvement in this 
year’s net is likely and current 
dividend of 30 cents quarterly 
appears secure. 

Holly Sugar ended its 1954-55 
fiscal year last March 31, with 
record high sugar production, 






dollar volume of sales totalingi u 
$55.5 million, and net income ¢ 
$2.1 million equal to, after pr 
ferred dividends, $3.10 per con ne 
mon share. This compares wit 
preceding year’s net of $1.7 mi 
lion, or $2.46 a share for the comfp e@ 
mon after adjustment for the j 
for-4 split effective last Februar Ye 
Great Western Sugar, the largl, 7% 
est of the domestic beet suga}of um 
producers didn’t fare as well afeelecte 
its contemporary. It began thjin 195 
year with large beet sugar planjfmenda 
ings and prospects for one of thgageme 
largest outturns of sugar in som profit 
time. Unseasonal temperatura 1. 
an almost complete lack of raip 
fall during the seed germinatiry 
period, and continuing sever 
drouth reduced the harvest ¢' 
beets which because of poor grov: 
ing conditions had less sugar cor 
tent. This is reflected in Greg 2 
Western’s fiscal 1955 sugar prof ~ 
duction of 7.1 cwt, as compare 
with the preceding year’s 8.6 cw 
and a drop in products sales ani 
other income to $74.5 milliof) . . 
from $80 million for 1953-5 At inc 
Nevertheless, earnings for im 











common stock for the 12 month}fecom 
to last March 31, amounted tiocks 
$1.78 a share, only nine cents les 
than the $1.87 realized for f - 
previous year. With more normd¥° 
weather during the growing se##harp 
son this year, together with ben} pp 
fits expected to accrue from ney 
products now on the market, pros 
pects are good for considerab 
improved earnings of Great Wes PR 
ern in fiscal 1956. 

Both American Sugar Refiniti 
and National Sugar Refining, tb 
two largest domestic cane suge} PR 
processors, reported substanti: 
gains in net income for calend# 
1954 over the previous yea 
American Sugar’s net profit fv 
last year, including $2.2 millic 
contributed by its Cuban oper 
tions, increased to $7.6 millia} 9, 
After deducting dividends for th} 
preferred stock, this was equiv 
lent to $10.02 a share for the com 
mon, as against $7.64 in 1953. 

National Sugar’s 1954 net ear! § 
ings increased to $2.2 millio} D 
equal to $3.96 a share for the colj~ y 
mon, its only capital stock, fro 
1953 net income of $1.5 milliol 
equal to $2.70 a share. Althoug 2 
dollar sales of National fell und4 
those of the previous year, gall} 
in efficiency resulting from itffomple 
long-range program of improvillhinnin, 
facilities and equipment aided Mfour ¢ 


(Please turn to page 564) pic 
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Y,. can share now in two situations 
sugyjof unusual promise our analysts’ have 
well afilected for income and profit building 
an thgin 1955-56. Do not miss these recom- 
 planjfmendations combining foresighted man- 
of thyagement, good income and outstanding. 
n sompprofit prospects for the period ahead! 
1. Strong Rail Stock for large per- 
centage gains plus 5144 % yield. 


Buy These Two Stocks -—For 
ncome and Dynamic Growth 


OR | a 














OVER 300 POINTS PROFIT 


Today all twelve of our cur- 
rent Forecast recommenda- 
tions (not including those 
just issued) combine to show 
a profit total of over 300 
points. We picked the lead- 
ers of 195455 — Boeing, 
Sperry, General Dynamics, 
Southern Railway .. . and 
others. Let us help you to 
share in the new leaders for 
profit and income building 
as they emerge at strategic 











A FULLY ROUNDED 
INVESTMENT SERVICE 


You will find that THE FORECAST 
tells you not only WHAT and WHEN 
to buy — and WHEN to take profits .. . 
but it also keeps you informed of what 
is going on in the companies whose 
shares are recommended in our Bulletins. 
Each security you buy on this advice is 


prices. 











continously supervised so you are never 








three diversified investment programs with other new 


inating Serving a booming area with 
sever bulk of expansion ahead. Net- 
est i Earnings thus far in °55 more 
* STOW. than double those of last year— 
AY Cor: An excellent buy today! 

Gree 2. An Unusual Opportunity—Still 
eal, 42% under its 1946 high — 
y pee Earnings are up 30% in past 
” hy 18 months—Ready to advance. 
nillioy 
or th 
nonth 


ted 


.: individual bargain levels we will round out our 


tecommendations— including medium and low priced 
ttocks—which should be among coming market lead- 


we F: 8... a8 investment demand rotates to the stock 

iormi#toup where new developments are likely to spur 

10 seqtharp advances: 

ay PROGRAM ONE ... Stressing Security of Prin- 

. prod cipal — Assured Income With Strong 

erabl} Enhancement Prospects. 

Wes PROGRAM TWO .. . Dynamic Securities for 

> finial Capital Building with Higher Dividend 

rg, th Potentials. 

he PROGRAM THREE .. . Low-Priced Stocks for 

— Large Percentage Growth — Where a 
vea! maximum number of shares may be 

fit fc purchased with limited capital. 
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ao service 970 
| 

houg MONTHS!’ 

wn SERVICE $125 
gall 


m itffomplete service will start at 
ovingte. but date as officially be- 
dif nning one month from the day 
le four check is received. Sub- 
L) riptions to The Forecast are 
deductible for tax purposes. 
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Seemann: 


left in doubt as to your position. 


You will receive our weekly Bulletins keeping you a 
step ahead of the crowd in relation to the securities 
markets, the action of the various stock groups, the 
outlook for business, latest Washington developments 

. as well as interpretation of the Dow Theory and 
our famous Supply—Demand Barometer. 


STRENGTHEN YOUR ACCOUNT — 
ACT ON OUR LATEST ADVICES 


Enroll now and buy our 2 current recommendations 
before they score sharp advances. 


Send a list of your present holdings, twelve at a time, 
so we can analyze them promptly for you...telling you 
what should be retained and which you should sell. 
Using the funds released through sale of weaker issues, 
plus your cash reserves—you can share in our 3 new 
opportunities which we will point out to you. 


The coupon below entitles you to an added month of 


service if you ENROLL NOW. 
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SPECIAL OFFER—Includes one month extra FREE SERVICE 








one year in U. S. and Canada. 


THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 90 Broad Street, New York é X.Y. 


I enclose [1 $75 for 6 months’ subscription: (1 $125 for a year’s subscription. 
(Service to start at once but date officially beginning 
one month from the day you receive my payment.) 


SPECIAL MAIL SERVICE ON BULLETINS 
Air Mail: [ $1.00 six months: [J $2.00 


( Telegraph me collect in anticipation of 
important market turning points... 








Special Delivery: []) $5.20 six months When to buy and when to sell... 
0 $10.40 one year. when to expand or contract my position. 
SY HSER CRORE 

Rector ie ae Sr 

eee State 





any time without your consent. 
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Your subscription should not be assigned at 


List up to 12 of your securities for eur 
initial analytical and advisory report. 
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Beverage Makers 
Thirst For More Profits 





(Continued from page 560) 


The Brewers 

The beer brewers, in contrast 
to a year ago when several of the 
big companies with national dis- 
tribution were opening new 
plants on the West Coast and 
there were faint signs of possible 
price-cutting by some of them, 
now appear to be going along the 
even tenor of their way. There 
is confidence that sales and net 
earnings will better those record- 
ed in 1954 in which net income 
for the industry as a whole, not- 
withstanding a 3.2% decline in 
sales of beer in barrels, gained 
14% over 1953. Largely account- 
ing for this improved showing in 
net income was the continued gain 
in sales of the more profitable 
canned and bottled product, dis- 
tribution of which has been aided 
by impreved 6-pack cartoning and 
better displays of beer in both 
cans and bottles in supermarkets, 
self-service stores and other re- 
tail outlets. This uptrend in pack- 
aged product sales is expected to 
continue this year, with sales of 
draught beer registering a gain 
over 1954 in view of the high 
level of employment, and barring 
a recurrence of unseasonally cool 
weather that was experienced in 
some sections of the country last 
year during the normally warm 
summer months. Immediate pros- 
pects for the brewers justify an- 
ticipating a highly profitable year 
for all but possibly the small, 
marginal operators. Current divi- 
dend rates should be maintained. 
—END 





Realities in Tobacco Outlook 





(Continued from page 561) 


and Robert Burns, registered a 
7% increase in sales during the 
first three months of this year 
and net per common share rose to 
28 cents from 17 cents in the year- 
ago period. 
Snuff and Sano 

United States Tobacco Co. turns 
out Copenhagen, world’s largest- 
selling snuff. Snuff products, ac- 
counting for about two-thirds of 
this firm’s annual volume, showed 
a small gain last year. Sales of its 
Sano and Encore cigarettes were 
disappointingly lower, with the 
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result that over-all volume slipped 
to $29,349,000 and net profit to 
$2,446,000, or $1.26 a common 
share. In 1953, sales were nearly 
$32 million and net $2,558,000, 
equal to $1.32 a share. Sales con- 
tinued to lag in the first quarter 
of this year; but earnings per 
share got up to 32 cents from 27 
cents in the initial quarter of 1954. 
Despite setbacks, the company has 
high hopes for its Sano, claiming 
this cigarette has less nicotine and 
tar than others. 

Although U. S. Tobacco is a 
small firm, it is an across-the- 
board operator and hence its dis- 
position of the income dollar pro- 
vides an insight into the work- 
ings of the industry. Tobacco, 
other materials, supplies and the 
like take 51 cents and taxes, in- 
cluding revenue stamps, another 
21 cents. Employes siphon off 17- 
odd cents, 2 cents goes for depre- 
ciation and 1% cent is retained in 
the business. Dividends to owners 
of 8 cents take care of the balance. 

Few, if any, industries show up 
as well. —END 





Are Sugar Stocks Any 
Sweeter? 





(Continued from page 562) 


the improved showing. In the 
main, however, the improvement 
in earnings for both National and 
American Sugar, as well, was due 
to more satisfactory margins be- 
tween raw sugar costs and the 
selling price of the refined prod- 
uct. With these conditions pre- 
vailing throughout 1955, there 
appear to be good prospects for 
these “big two” this year equal- 
ing or surpassing their 1954 earn- 
ings results. Both companies 
could raise their dividend pay- 
ments moderately, at least. 

It may be too soon to talk about 
it, but there are some interesting 
developments taking place that on 
a long-range basis may prove of 
the greatest importance to the 
entire sugar industry. For some 
time, the Sugar Research Founda- 
tion has been carrying on a broad 
program of investigation looking 
toward new uses for sugar. Cer- 
tain results are already evident. 
It has been found, for instance, 
that sugar may have important 
agricultural uses when combined 
with antibiotics in feeding pigs, 
and in the preparation of a liquid 
that greatly improves the adhe- 
siveness of insecticides for spray- 





ing fruits. In this connection, 
“sucrochemistry” has already be. 
come a familiar word to th 
Foundation and other researc) 
scientists. Last March, Charle 
Pfizer & Co., Inc., announced the 
commercial production of itaconi 
acid from sugar by action of , 
mold. This product is capable o 
forming high polymers for use jy 
the production of plastics, fibers 
solvents and other products whic) 
a variety of industries employ i 
large quantities. 

These and other development 
in the field of “sucrochemistry’ 
are not expected to be practically 
applied for a very considerabk 
period. However, no one can make 
an accurate prediction as to th 
time element or the amount 
sugar that may be consumed it 
the production of itaconic aici 
and other industrial as well a 
agricultural products. Of especia 
interest, at the moment, is the 
possibilities appear to be openiny 
up whereby sugar, in increasin; 
amounts, will be used for in 
dustrial purposes. In this cas 
the long-range outlook for th 
producers could be benefited t 
a substantial degree. The big ra 
finers, of course, are already do 
ing well. , —EN] 





As | See It! 





(Continued from page 509) 


astronomical sum which, by th 
way, is $160 billion higher thani 
1946, is expected, in the not di 
tant future, to climb to $400 bi 
lion. As it now stands, it is greate 
than the total national product ( 
all the nations of Western Euro} 
combined. 

Viewed against this bat 
ground, it is impossible to make} 
useful comparison of the rate 
economic progress in this count 
with that of other nations. In é 
fect, the United States econo 
represents a quite different dime! 
sion from that of other nation) 
Not only is the size of the Amer 
can economy of a new order int! 
history of nations but the dyna! 
ism of our economy is keyed to 4 
extraordinary pitch that has ! 
parallel anywhere. 

With all their postwar progrey 
which we applaud without # 
slightest reservation, the natiof 
of Western Europe have a vé 
long way to go, indeed, before thf 
can even make a beginning towa! 
matching our economic progres 
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An 
Invaluable Service 


— For Investors With $25,000 or More 
Who are seeking Financial Security 


ow—is an important time to re-examine your 
ecurity holdings and investment policies, looking to 
956... and to give thoughtful consideration to the 
trong income and profit benefits—the increased 
ifety—provided by this most complete, personal 
upervisory service. 


investment Management Service is designed to help 
vou to own shares of companies that will PACE THE 
NATION’S GROWTH 


aerodynamics, “push-button” production . . . prime 


leaders in electronics, 


beneficiaries of the dual war-peacetime future of the 
itom. 


With our counsel you can share in huge profits to 
flow from our coming network of “throughways,” 
the St. Lawrence Seaway and other vast projects .. . 
from the host of new products, metals, chemicals, 


techniques . . . ALL WITH DEEP INVESTMENT 
SIGNIFICANCE. 


Expert Analysis of Your Present Securities: 


Our first step in serving you is to make a detailed 
Master Analysis of your entire list—taking into con- 
sideration income, safety, diversification, enhance- 
ment probabilities—today’s factors and tomorrow’s 
outlook. 


Issues to Hold and Advantageous Revisions: 


Definite counsel is given on each issue in your 
account... advising retention of those most attrac- 
tive for income and growth . .. preventing sale of 
laggards now likely to improve. We will point out 
unfavorable or overpriced securities and make sub- 
stitute recommendations with unusually promising 
1955-56 prospects. 


Help in Minimizing Your Taxes: 


We keep in mind the tax consequences of each 
transaction and help you to minimize your tax lia- 
bility under latest tax provisions, (Our annual fee 
is allowed as a deduction from your income for 
Federal Income Tax purposes, considerably reducing 
the net cost to you.) 





Close Continuous Supervision of All Holdings: 


Thereafter—your securities are held under the 
constant observation of a trained, experienced Ac- 
count Executive. Working closely with the Directing 
Board, he takes the initiative in advising you con- 
tinuously as to the position of your holdings. It is 
never necessary for you to consult us. 

When changes are recommended, precise instruc- 
tions as to why to sell or buy are given, together 
with counsel as to the prices at which to act. Alert 
counsel by first class mail or air mail and by tele- 
graph relieves you of any doubt concerning your 
investments. 


Complete Consultation Privileges: 


You can consult us on any special investment 
problem you may face. Our contacts and original 
research sometimes offer you aid not obtainable else- 
where—to help you to save—to make money. 


Annual Personal Progress Reports: 


Throughout the year we keep a complete record 
of each transaction as ycu follow orr advice. At the 
end of your annual enrollment you receive our audit 
of the progress of your account, showing just how 
it has grown in value and the amount of income it 
has produced for you. 


Investment Management Service has prospered by 
earning the steady renewals of its clients (many have 
been with us 10, 15 and 20 years)—through actual 
results that have proved our counsel to be worth 
many times our fee. You owe it to yourself to investi- 
gate our Service. 





Further information on Investment Management 
Service is yours for the asking. Our rates are based 
on the present value of securities and cash to be 
supervised—so if you will let us know the present 
worth of your account—or send us a list of your 
holdings for evaluation—we shall be glad to quote 
an exact annual fee . - and to answer any 
questions as to how our counsel can benefit you. 











INVESTMENT MANAGEMENT SERVICE 


A division of Tae Macazine or Watt Street. 
A background of nearly forty-eight years of service. 


90 BROAD STREET NEW YORK 4, N. Y. 





IT’S A PSYCHOLOGICAL FACT: PLEASURE HELPS YOUR DISPOSITIC 


How your disposition today 7 


FEEL CROSS AS A BEAR? That’s natural when little 
annoyances pile up. But the psychological fact is: 
pleasure helps your disposition. That’s why everyday, 
pleasures, like smoking for instance, are important 
If you’re a smoker, you’re wise to choose the cigarette 
that gives you the most pleasure. That means Camel. 


have a 


As LOVELY Maureen O’Hara knows, 
it’s wise to choose a cigarette for the 
pleasure it gives. Because pleasure 
helps your disposition. And more 
smokers get more pleasure from 
Camels than from any other brand! 
So — have a Camel. You'll agree — 
no other cigarette is so rich-tasting, 
yet so mild as Camel! 





R. J. Reynolds Tobacco Co., Winston-Salem, 








No other cigarette is so rich-tasting, yet so mild 








